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® The eighth part of 
our 12-part series, 

FT Mastering Finance, 
appears today. Topics 
include asset aBoca- 
bon, the world of 
futures and forwards. 

and the rationale for 
convertible bonds. 


Albanians fearful 
of violence as 
polls close early 

Albanians deserted the streets of the capital 
Tirana as fears grew of a bloody end to elections 
marred by reports of fraud and intimidation. 
President Sali Berisha's rightwing Democratic 
party and the .opposition Socialists accused each 
other of sabotaging the poIL Polling stations 
closed three hours early because of fears of vio- 
lence. Page 18; Picture, Page 2 

Battle ewer Internet calls: US makers of 
telecommunications equipment are furious 
about attempts by at least four European coun- 
tries to ban internet telephony. The technology, 
enabling global voice calls of a quality similar to 
conventional switched networks at a fraction of 
the usual costs, threatens the profitability of 
telephone operators. Page 18; Mobile phone 
base. Page 8: Media, Page 12 

Moulinex, the French household appliances 
company, boosted Europe’s fledgling junk bond 
market with the launch of the first high-yield 
bond denominated in French francs. The 
FFr300m ($51. 5m) bond is Europe's sixth junk 
bond issue. Previous issues were denominated 
in D-Marks and sterling- Page Markets, 24 

Anglo-French move on Eurotunnel: The 

British and French governments are d emanding 
a share of Eurotunnel’s future profits in 
exchange for extending the company’s right to 
continue operating the Channel tunnel rail link 
beyond 2052. Eurotunnel chairman Patrick Pon- 
solle indicated that the two countries were close 
to agreement in principle. Page 19; Lex. Page 18 

Ell s oc ks price pact on chips: Japanese. 
South Korean and European Union makes of 
semiconductors are poised to begin talks on a 
‘‘gentleman’s agreement” on minimum prices 
that could lead to the lifting of EU anti-dumping 
measures on computer memory chips. Page 4 

Magnet! Marelfi, the Italian vehicle 
components manufacturer controlled by the Fiat 
group, is to buy control of Cofap. Brazil's largest 
maker, in a deal that marks another big step in 
the restructuring of Brazil’s vehicle components 
industry*. Page 19 

Reuters, the media group, is falling behind 
rival EBS in the race to dominate electronic 
broking in the $520bn-a-day foreign exchange 
spot market, according to documents showing a 
daily average 21.000 currency deals on Reuters' 
system in the first quarter compared with 24.000 
on EBS. owned by a consortium of foreign 
exchange banks. Page 19 

Power play in Russia: Led by Boris 
Nemtsov, Russia's crusading first deputy prime 
minister, a team of company bosses and politi- 
cians inaugurated a federal wholesale market in 
electricity which the government hopes will 
help kick-start the Russian economy by lower- 
ing energy prices. Page 2 

Fatal crush at German rock concert A 

16-year-old Dutch girl was killed and 300 people 
hurt when a crowd of €0,000 pushed forward 
during a concert at DQsseldorf s football sta- 
dium by the German band Toten Hosen. Police 
said at least 30 injured were still In hospital. 

Jordan lifts currency curbs: The central 
bank of Jordan is lifting all restrictions on tbe 
movement of foreign currency to pave the way 
for liberalisation of its financial markets. Until 
now. Jordanians have been allowed to transfer a 
maximum of $50,000 a year abroad and had to 
pay a four per cent tax on gold transfers. 

European Monetary System: The Irish 
punt, buoyed by the strength of sterling, firmed 
to 9.05 per cent above its European Monetary 
System central rate against the French franc, 
the ERM grid's weakest currency. The Finnish 
markka took over second place in the grid from 
the Portuguese escudo. Currencies. Page 27 
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Early HK elections promised 


Tung gives assurance of 
polls within 12 months 


By Peter Montagna n, John 
Ridding and Richard Lambert 
in Hong Kong 

Mr Tung Chee-hwa, Hong 
Kong's post-colonial governor, 
yesterday assured visiting 
leaders that China would hold 
elections in the territory 
w ithin 12 months, probably 
next May. 

In a series of meetings with 
foreign ministers. Mr Tung 
<wid China would live up to its 
promise to install an elected 
legislature in the territory 
after it regains sovereignty 
tonight 

But Mr Robin Cook. UK for- 
eign secretary, added that the 
poll must be free. and fair. This 
would be the most important 
benchmark of China's commit- 
ment to its handover treaty 
with Britain, he said. 

If there are no free and fair 
elections in the next 12 
months, the international com- 
munity will regard that as a 
breach of faith and the inter- 
national community will 
react," be said. 

Mrs Madeleine Albright. US 
secretary of state, said the US 
would monitor the promised 
elections closely. "America 
cares about Hong Kong and 
win continue to care long after 
this week's fireworks are fin- 
ished." she said. 

Speaking as Hong Kong 
launched celebrations to mark 
its return to China. Mr Cook 
said Britain had much to be 
proud of. “At this point there 
is much more confidence than 


any of ns could have hoped for 
five years ago." The territory 
must be the only colony 
Britain ever left with a higher 
average income than It 
enjoyed itself, he said. 

With share prices at record 
highs, the mood in Hong Kong 
was relaxed before the hand- 
over. In spite of strong criti- 
cism from Mr Chris Patten, the 
outgoing governor, there has 
been muted public reaction to 
China’s plans to move 
armoured personnel carriers 
into tbe territory in the small 
hours of tomorrow morning. 

China's President Jiang 
Zemin yesterday sought to 
allay Hong Kang fears about 
heavy-handed mainland inter- 
vention. Speaking in the Great 
Hall in Beijing before leaving 
for the handover, Mr Jiang 

Hong Kong's new dawn— Page 6 
Editorial Comment 

and Observer— Page 17 

Lex Page 18 


said: "We will . . . safeguard tbe 
Hong Kong residents' rights 
and freedoms in accordance 
with the law." 

Mr Jiang will today meet 
Tony Blair. UK prime minister, 
for discussions described by 
Britain as substantive. Mr 
Cook said Britain would 
emphasise the need for fan- 
elections, and hinted that the 
ground could be prepared for 
Mr Blair to visit China within 
the next few months. 



Hong Kong governor Chris Patten wipes his eye during a ceremony on the eve of the British 
colony's handover to China 


Britain sought yesterday to 
play down tbe news that Mr 
Tung would not attend its fare- 
well ceremony because it 
clashed with the arrival of the 
Chinese delegation. "We quite 
understand if he can’t attend 
because he has pressing busi- 
ness with China's leaders," Mr 
Cook said. 

There may still be a confron- 
tation over plans by pro- 
democracy parties to stage a 
protest after the handover. 


The outgoing Legislative 
Council, elected under 
Britain's democracy reforms, 
held a tearful final session. 
Afterwards Mr Martin Lee. 
leader of the Democratic party. 
Hong Kong’s most popular 
political group, vowed to 
deliver a speech from the 
b linding 's balcony. Mr Lee said 
he would make the speech, 
even if he had to use a ladder 
to get up there. Hie Beijing- 
appointed body, which will 


PfcUttAP 

replace the existing chamber, 
said it would allow democrats 
into the building but was 
opposed to the use of the 
balcony. 

In an interview with the 
BBC yesterday. Mr Tung 
insisted that demonstrations 
would normally be tolerated in 
Hong Kong after the handover, 
but there would be problems if 
there were nails for indepen- 
dence for either Tibet or 
Taiwan. 


Ex-chief of Japan bank commits suicide 


By GiOan Tett in Tokyo 

Mr Kuniji Miyazaki, the 
former chairman of Dai-Ichl 
Kangyo Bank. Japan’s second 
largest bank, committed sui- 
cide yesterday after becoming 
embroiled in a scandal over 
payments to racketeers. He 
was president of the bank from 
1988 to 1992 and chairman 
from 1992 to April 1996. 

Mr Miyazaki was one of sev- 
eral executives named in a 
recent spate of corporate scan- 
dals in Japan, ensnaring DKB 
and other lead ing companies. 

The suicide of such a senior 
hanking figure is likely to fuel 
the sense of shock and shame 
which these events have trig- 
gered In Japan’s financial 
world. 

It may stir a backlash 
against the Japanese govern- 
ment’s high-profile campaign 



Miyazaki: questioned by police 


against corruption - particu- 
larly because more than a 
dozen other Japanese execu- 
tives have been arrested for 
similar scandals. 

Mr Miyazaki was questioned 
by police on Friday about 
Y11.78bn ($103m) loans that 


DKB had extended to sokaiya. 
the corporate racketeers that 
demand money from compa- 
nies in exchange for not 
revealing sensitive informa- 
tion. 

Mr Miyazaki, 67, had admit- 
ted having contacts with 
sokaiya and resigned in June 
as an adviser to the company. 
He hanged himself yesterday. 

Ten other former and cur- 
rent DKB executives have 
been arrested over the scandal, 
with four indicted. Indictments 
usually lead to convictions In 
Japan. 

Several senior executives at 
Nomura. Japan's largest secu- 
rities company, have been 
indicted, in a similar sc andal , 
for illicit payments to tbe 
same sokaiya group. These 
include the former president 
Mr Hideo Sakamaki. 

There has also been contro- 


versy injhe past year at Tak- 
ashimaya, the retailer, and 1 Aji- 
nomoto. the food processing 
company. 

Nomura and DKB told share- 
holders’ meetings last Friday 
that they had cut all ties with 
sokaiya and removed the direc- 
tors responsible. 

Although in the past corpo- 
rate scandals have tradition- 
ally been resolved by manage- 
ment resignations and 
apologies, the Japanese gov- 
ernment has responded to the 
latest events with an unusual 
degree of aggression. 


Wfth Japan's programme of 
-"Big Bang" financ ial- deregu- 
lation looming, the govern- 
ment appears to be making an 
example of Nomura and DKB 
to send a warning to corporate 
Japan. 

The government is expected 
to impose a large penalty on 
Nomura in the coming weeks. 
A penalty may also be imposed 
on DKB when the current 
investigation into the company 
is completed. It is widely 
believed in Japan that many 
companies have had dealings 
withsofaxtyo. 


Rome is 
hoping 
for $7bn 
from Eni 
share sale 

By David Law fn Rome 

The Italian government is set 
to raise np to L13JJ00bn 
($7-8bn) after the sale of a 
third tranche of shares in Eni, 
the energy and chemicals con- 
glomerate, was three times 
subscribed. 

Mr Carlo Azegiio Ciampi, 
the treasury minister, said he 
expected the sale, Italy's larg- 
est ever equity offering, to cut 
the government's sharehold- 
ing in Eni from 69.1 per cent 
to 515 per cent. 

But Mr Ciampi. In a conces- 
sion to his coalition p artn er s 
who are hostile to outright 
privatisation, noted that the 
government still maintained 
control of. Stet, the Italian 
telecommunications company, 
with just a 44 per cent stake. 

"One can keep control even 
with a smaller shareholding." 
he said, following a share sale 
that Mr Mario Draghi, the 
ministry’s director general, 
described as way beyond the 
most optimistic forecasts. 

Both the institutional and 
the Italian retail portions of 
the offering were three times 
subscribed. 

In response to this strong 
demand, the Treasury 
increased the global offering 
by 265m shares to 1,265m 
shares and triggered an addi- 
tional option to sell another 
143m shares. 

Applications were received 
from 830,000- retail investors, 
more than twice as many as 
applied for shares In the sec- 
ond Eni offering last Novran- 
ber. 

Retail applicants wifi each 
receive the wrinhnnm alloca- 
tion of L000 shares and win 
pay L9.288 per share, a dis- 
count of 3 per cent on Friday’s 
L9.575 per share official mar- 
ket price. 

The 41.000 Eni employees 
who applied for shares will 
pay L9J92 per share. 

Retan Investors will be eli- 
gible for a one-in-ten loyalty 
bonus on shares held for a 
year. 

A total of 407m shares have 
beat allocated in the institu- 
tional offering, priced 


Continued ou Page 18 


Gazprom defeats attempt 
to elect outsider to board 


By Robert Corzine aid 
John Thornhill in Moscow 

The management of Gazprom. 
Russia’s giant gas monopoly, 
strengthened its grip on the 
company by defeating minor- 
ity investors' attempts to elect 
an outside director to the 
board on Saturday. 

At the tense shareholders’ 
meeting. Mr Rem Vyakhirev, 
who was reelected chairman 
of the management board, 
warned that the failure of Gaz- 
prom’s cus to me r s to pay their 
bills was threatening the com- 
pany's prospects. Capital 
expenditure was one third less 
than planned at Rbs40,000bn 
(S7bn) because of the payments 
problems, be said. 

At a closed anneal general 
meeting on Saturday, share- 
holders voted down Mr Andrei 
Vavilov, president of the pow- 
erful MFK financial group, as 
a prospective board member 
after a fierce battle for votes. 

Gazprom has been under 
pressure from outside inves- 
tors to disclose more about 


.24 
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company finances and lift 
restrictions on the sale of its 
stock. 

Mr Vyakhirev announced 
the creation of a separate com- 
pany, Gazprom Invest Holding, 
to help address Gazprom’s 
financial concerns. It would 
act as a central treasury, coor- 
dinating attempts to raise 
additional capital in Russia 
and abroad. 

Mr Vyakhirev said Gazprom 
had raised mare capital abroad 
than an other Russian compa- 
nies combined but would not 
rush fund-raising initiatives, 
including share sales and a 
eurobond issue. 

"The 7 per cent of the shares 
which we can sell abroad will 
only end up on the market 
over the course of several 
years when a favourable mar- 
ket has been farmed," he said. 

The election of Mr Vavilov 
would have significantly tilted 
the balance of the 11 -person 
board and called into question 
Mr Vyakhirev’s position as 
riviTfiTian The company also 
rejected a last-minute attempt 


CONTENTS 


to have Mr Boris Berezovsky, 
the anrrt Tr w gr jrial businessman, 
n omina ted as a director. 

Four government represen- 
tatives. including Mr Alexei 
Kudrin, the reformist deputy 
financ e minister, were elected 
to the board and are expected 
to strengthen the state's influ- 
ence over the company. But 
the failure of the minority 
shareholders to elect a repre- 
sentative is seen as a defeat for 
the government reformers who 
had lent their tacit support 

The government has been 
forcing Gazprom to open op to 

scrutiny and allow competition 
to develop in Russia’s gas 
industry. The state retains a 40 
percent shareholding. 

A provision limiting foreign 
ownership to 9 per cent or Gaz- 
prom's equity has been 
removed from the company’s 
charter, bat the Federal Secu- 
rities Commission, the indus- 
try regulator, will enforce the 
limit which is enshrined in a 
presidential decree. 
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Now Compaq Deskpro — the 
UK’s Nol desktop PC"- offer? you 
even more performance, capacity 
and reliability. Because when you 
buy any of the current 
models well double die 
memory for free! Prices for the 
Deskpro 2000 5166 start at just 
£905 + VAT (£1,063 iud. VAT). 
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For this you get a 
166 MHz Intel Penthuzf 
processor, a monitor 
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Bulgaria 

agrees 

tough 

budget 

By Kerin Hope and 
Theodor Troev in Sofia 

Bulgaria's parliament has 
approved a tough budget 
ahead of the launch tomor- 
row of a currency board 
monetary system aimed at 
restoring stability and 
encouraging foreign invest- 
ment 

The budget deficit is proj- 
ected at &2 per cent of gross 
domestic product under a 
deal agreed with the Inter- 
national Monetary Fund, 
which will back the cur- 
rency board. 

The deficit would be cov- 
ered by revenues from an 
accelerated privatisation 
programme projected at 
around 3.5 per cent of GDP, 
by loans from international 
agencies and sales of trea- 
sury bills to retail Investors. 

Budget revenues are fore- 
cast at Lv4,416bn {S2.6bn). 
equivalent to 27.3 per cent 
of GDP, and spending at 
Lv5,411bn. The primary 
budget surplus is estimated 
at 35 per cent of GDP. 

Under the currency board 
the lev wfl] be pegged to the 
D-Mark at a fixed rate of 
Lvi.000 and the money sup- 
ply win be tied to the level 
of foreign currency reserves. 
The tight monetary system 
is intended to prevent the 
government from subsidis- 
ing the budget or rescuing 
loss-making state enter- 
prises. 

Bulgaria's pro-market 
government elected in April 
is committed to reversing 
the country's poor record on 
economic reform, which has 
delayed the transition to a 
market economy and 
deterred foreign investors. 

Mr Moravei Radev, 
finance minister, said struc- 
tural reform was being 
speeded, with three state 
banks and 30 large indus- 
trial companies due for dis- 
posal this year. He said the 
government planned to sack 
60,000 public sector employ- 
ees in the next three months 
to cat state payroll expenses 
by 10 per cent this year. 

To boost revenues the 
finance ministry plans to 
freeze up to 30 per cent of 
operating income earned by 
state enterprises with size- 
able tax arrears. 
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Bavarian call for commitment on deficit 

German row over 
Emu intensifies 


By Graham Bowiey 

in Frankfurt 

The increasingly bitter row 
within Germany's governing 
coalition over European eco- 
nomic ami monetary union 
escalated at the weekend 
when a senior politician 
Stepped up calls for the sin- 
gle currency to be delayed if 
the entry requirements are 
not met 

Mr Edmund Stoiber, the 
premier of Bavaria, chal- 
lenged Mr Helmut Kohl, 
chancellor, to give an abso- 
lute commitment that Ger- 
many would adhere strictly 
to the 3 per cent target for 
public sector deficits of 
countries wishing to join the 
single currency. 

“If the requirements are 
not fulfilled then, of course, 
we will have to agree on a 
thorough, controlled post- 
ponement," Mr Stoiber said 


in an interview with the 
Welt am Sonntag newspaper. 

The comments are the lat- 
est in a vociferous campaign 
which has brought Mr 
Stoiber into direct conflict 
with members of the Bonn 
government, and which 
some have speculated could 
even threaten the ruling 
coalition. 

Mr Wolfgang Schauble, 
leader of Christian Demo- 
cratic Union and Christian 
Socialist Union MPs, hit out 
at Mr Stoiber for fuelling 
uncertainty among the Ger- 
man people about the single 
currency. 

The row has been trig- 
gered by Germany's difficul- 
ties in meeting the public 
deficit criteria far monetary 
union. These problems have 
been exacerbated by Ger- 
many's current economic dif- 
ficulties. including record 
unemployment The govern- 


ment has been at logger- 
heads with opposition par- 
ties over planned wide-rang- 
ing tax reforms aimed at 
tackling the country’s eco- 
nomic problems. 

Mr Hans Tietmeyer, Bund- 
esbank president, entered 
the fray yesterday when he 
said that a sustainable 
reduction In the budget defi- 
cit was more Important than 
hitting' “one-off” targets. He 
also said proper tax reform 
was essential to get the econ- 
omy in better shape. 

"More important than the 
one-off f ulfilm ent, or bare 
undershooting or overshoot- 
ing of this number, is the 
question os to whether coun- 
tries’ public finances are in a 
condition that can be viewed 
as sustainable, and las t in gl y 
sustainable,” Mr Tietmeyer 
told a German radio station. 
Dofsenber-g profile: Emu’s 
steadfast advocate. Page 9 



Armed .Albanian rebels patrol in front of a polling station 
in the town of Vlore yesterday during the country's elec- 
tions. Polls closed early because of fears of violence n mar 


Schneider’s fraud trial 


By Graham Bowiey 

Mr Jtlrgen Schneider, the 
disgraced former property 
tycoon, will step into a 
Frankfort courtroom today 
as the trial begins into the 
collapse of his business 
empire three years ago. in 
what was one of Germany’s 
biggest ever corporate scan- 
dals. 

German prosecutors have 


charged Mr Schneider with 
credit fraud and fraudulent 
bankruptcy. They allege be 
duped banks and creditors 
into making bigger loans 
than his development pro- 
jects justified by falsifying 
plans, rental contracts and 
bills. If convicted on all 
charges. Mr Schneider could 
face a prison sentence of up 
to 15 years. 

The trial is expected to 


begin with Mr Schneider giv- 
ing his version of events 
which led to the d emis e In 
April 1994 of his property 
development business, with 
luxury hotel, shopping cen- 
tre and office projects 
throughout Germany. The 
company had debts of more 
fhwTt DM5bn fln.flhn ). 

Mr Schneider and his wife 
fled Germany secretly just 
before the collapse. They 


begins today 


were later discovered In 
Miami. The couple fought 
extradition before returning 
voluntarily to Germany in 
February 1996. 

Germany's financial com- 
munity, which has already 
been shaken by the affair, 
will be watching the trial 
uneasily. The country's big 
banks have been criticised 
for their apparent willing- 
ness to finance Mr Schnei- 


der’s rapid expansion, which 
in the end left many small 
construction companies with 
unpaid bills. 

Mr Schneider has claimed 
that Deutsche Bank - Ger- 
many's largest bank and Mr 
Schneider's single biggest 
creditor - bad full know- 
ledge of his business deal- 
ings and had encouraged 
him to expand. Deutsche 
B«nlr denies this- 


Jospin under fire over Renault closure 


By David Owen in Paris 

Mr Lionel Jospin, the French 
prime minister, yesterday 
came under attack from his 
Communist coalition part- 
ners over Renault's decision 
- confirmed this weekend - 
to close a Belgian car assem- 
bly plant employing 3.100 
people. 

In the latest sign of ten- 
sion between Mr Jospin’s 
Socialists and the hard-left 
Communist party which sup- 
plies two members or cabi- 
net. Mr Paul Lespagnol. a 
senior Communist, called for 


a moratorium on the deci- 
sion by the partly state-, 
owned carmaker. 

According to Mr Lespag- 
nol, a member of the Com- 
munists' national secretar- 
iat Mr Jospin had pledged in 
the recent election campaign 
to back moves to keep the 
plant open. He asked why 
this pledge bad not been 
respected. 

Mr Jean-Luc Dehaene. the 
Belgian prime minister, also 
criticised Mr Jospin's han- 
dling of the situation, saying 
he had “given people raise 
hope”. 


Even Mr Henri Emman- 
aelli, a leading Socialist, 
described the closure deci- 
sion as “very bad news'* and 
said he wanted the matter 
raised in the Socialist group 
at the National Assembly. 

The pro-Communist CGT 
trade union added its voice 
to the complaints, saying it 
would not give in to the clo- 
sure. 

But Mr Christian Pierret. 
the Socialist industry minis- 
ter. said Mr Jospin had kept 
his promises. “The dossier 
was closed under the previ- 
ous government he said. 


“As Lionel Jospin promised, 
it was reopened . . . Nobody 
will be left by the side of the 
road.” 

Some Communists had 
already been showing signs 
of restiveness at what they 
see as the unsatisfactory 
nature of some of the gov- 
ernment’s early decisions. 

Mr M nnim e Gremetz. a 
Communist MP who 
abstained in a confidence 
vote this month after Mr Jos- 
pin announced a 4 per cent 
rise in France's minimum 
wage, yesterday told Le 
Journal du Dfananche. a Sun- 


day newspaper, that the 
Communists had called for 
an 8 per cent Increase. 

Renault announced it was 
going ahead with the closure 
on Saturday after an Inde- 
pendent report confirmed 
the move was an attempt to 
address a structural problem 
and said a company-wide 
programme of reduced work- 
ing hours would not be a sat- 
isfactory alternative. 

The group said it would 
press ahead with onion talks 
on a plan including compen- 
sation and the offer of jobs 
in its French factories. 


EUROPEAN NEWS DIGEST 

Russia power 
market launch 

A team of company bosses and politicians led by Mr Boris 
Nemtsov, Russia’s crusading Erst deputy prime minister, 
yesterday Inaugurated a federal wholesale market in 
electricity. 

The government hopes it will help kick-start the 
Russian economy by lowering energy prices. 

“This is a small revolution.” said Ur Yevgeny Yasin, 
TT.irH.rfrw without portfolio and a long-time advocate of the 
wholesale market, which will offer 30 per cent discounts 
to consumers who pay their electricity bills in cash and 
on time. 

Mr Nemtsov hailed the project as a breakthrough which 
“wifl Jay the foundations for economic growth" and said 
the creation of an open, transparent system would “help 
push bandits out of our economy”. 

However, Mr Yasin and others warned that the new 
market, which formally begins operation tomorrow and 
has concluded $3m worth of contracts, will face strenuous 
opposition from vested interests in toe electricity sector, 
which profit from the current chaos. 

The new wholesale market, which gives industrial users 
an alternative to monopolistic regional electricity 
supplies, may also be opposed by some regional 
gover nm ents, which rely on wealthy enterprises to 
subsidise foe cheap electricity supplied to Russian 
residential consumers. Otrystia Freeland, Moscow 

Italy greets discount rate cut 

The decision of the Bank of Italy to lower the official 
discount rate by half a point to &2S per cent has been 
welcomed over the weekend by industrialists and trade 
union leaders who hope it will stimulate Investment and 
boost employment 

Confindustria, the employers' federation, has called on 
the hanking system to lower commercial lending rates in 
line with the change to the discount rate. 

The lower discount rate is expected to help public 
sector accounts. Interest charges on public sector debt 
amounted to L202,000bn (3119b n) last year, absorbing 10J8 
per cent of gross domestic product Mr Carlo Azeglio 
Ciampi, treasury minister, said the fan in interest rates 
would boost government credibility. 

Italian inflation has fallen significantly this year and 
provisional figures announced last week pointed to 
annual inflation of 1.4 per cent in June. Al thoug h Mr 
Antonio Fazio, the central bank's governor, had been 
under pressure to ease monetary policy. Friday’s decision 
to lower the discount rate came as a surprise. It was the 
third reduction this year. David Lane, Rome 

Demirel in government talks 

Mr Mesut Yilmaz. Turkey’s prime minister-designate, 
began talks with President Suleyman Demirel yesterday 
about the formation of a secular government Under 
Turkish law. the president must approve a new 
government before it goes to a confidence vote within 10 
days. 

Mrs Tansu QHler, the foreign minister and Mr Ylhnaz’s 
main rival, suffered a further setback yesterday as two 
mare deputies from her conservative True Path party 
resigned in anger at their leader’s attempts to defy the 
VnfhieTiHai army and become prime minister again as 
bead of a pro-Islamist coalition. 

The MPs were expected to defect to Mr Yilmaz 
Resignations from the Islamist-led coalition have already 
given Mr Y ilmaz a slim majority in parliament. 

The three parties in Mr YOmaz’s alliance were repealed 
to be close to agreement on a protocol outlining the 
coalition 'b policies and the distribution of cabinet 
seats. Reuier, Ankara 


France gambles on softer Emu membership target 


The broad outlines of Jospin’s policy are emerging from the confusion of the past month. David Owen reports 


A fter a month of sus- 
pense and confusion, 
tbe outlines of the 
Jospin government’s policy 
for handling its public deficit 
problem are starting to 
emerge. The policy is likely 
to incorporate a grand gam- 
ble, backed up by a slur and, 
possibly, the passing of the 
government hat around 
France’s increasingly profit- 
able companies. 

Tbe probable gamble is 
that a 1997 deficit of 3.3 or 
3.4 per cent of gross domes- 
tic product - down from 
more than 4 per cent in 1996 
- will be enough to keep 
European economic and 
monetary union on track 
and France a first-round par- 
ticipant in the planned sin- 
gle currency. 


For this to be so, Germany 
would almost certainly have 
to call time on its efforts to 
meet the formal 3 per cent of 
GDP Maastricht deficit tar- 
get and settle for a similar 
overshoot, while France 
would probably have to 
show it could realistically 
expect to hit 3 per cent in 
1998. 

No senior figures in the 
new Socialist-led administra- 
tion are talking publicly in 
bard numbers yet; for that, 
we will probably have to 
wait for the so-called “audit” 
of public finances on July 21. 
But that is widely expected 
to show France on course for 
a 1997 deficit of at least 3.6 
per cent 

However some in tbe gov- 
ernment are already prepar- 


ing the ground for an over- 
shoot by confiding that it 
will be “extremely difficult" 
to reach 3 per cent in 1997 
and talking of the need to 
"act in concert" with Ger- 
many. “What is essential is 
not to do worse than our 
neighbour," one official said. 

The state-controlled Caisse 
des Depots et Consignations, 
usually a well-informed com- 
mentator, last week forecast 
a 1997 deficit of 3.4 per cent. 
"In evaluating France’s defi- 
cit performance for its par- 
ticipation in the euro, it is 
not so much tbe 3 per cent 
Maastricht target that needs 
to be kept in mind, but 
rather Germany's projected 
deficit, which without aus- 
terity measures likely to 
cause conflict will stand at 


around 3.4 per cent.” the 
Caisse said. 

The slur will be against 
the previous centre-right 
administration of Mr Alain 
Juppe, which can expect to 
carry most of the blame for 
France’s failure to cut its 
deficit as quickly as stipu- 
lated by Maastricht, even 
though, as the Caisse notes, 
the overshoot “is caused not 
by excess expenditures but 
rather by lower receipts". 

This applies to the central 
budget deficit and tbe social 
security deficit, where the 
Caisse thinks the overshoot 
is running at just over 
FFrlObn (S1.7hn). “leas than 
previous alarmist forecasts 
suggested". 

Blaming his predecessor 
would be a questionable, if 


French budyet balance 



understandable, tactic from 
Mr Lionel Jospin, a politi- 
cian with an unrivalled repu- 
tation for high standards. It 
is likely Mr Juppe would 


have implemented new aus- 
terity measures to get back 
within range of 3 per cent if 
he had been given the 
chance to do so. Indeed, 
many believe this was one of 
•the main reasons for the 
snap election. 

Mr Jospin won. in part, 
precisely because he set him- 
self against a farther round 
of belt-tightening - a pledge 
tha t his Communist coali- 
tion partners can be expec- 
ted to hold him to. 

But Mr Jospin may still be 
required to trim the 1997 def- 
icit figure in order to arrive 
at a “respectable” 35 or 3.4 
per cent Hence the possible 
need for a bit of hat-passing. 

Some reports suggest this 
may take the form of a levy 
on French companies, possi- 


bly an increase from IS per 
cent to 33 per cent to the tax 
rate on certain capital gains, 
although this fa unlikely to 
become clear until Septem- 
ber. 

Mr Jospin's leaked budget- 
ary framework for 199B 
spake of the need to imple- 
ment “new priorities without 
raising the global level of 
public spending”. It said 
additional revenues stem- 
ming from unexpectedly fast 
growth should be used "as a 
matter of priority to reduce 
the budget deficit". 

Tbe government is said to 
be counting on growth of 
more than 3 per cent in 1998 
- up from forecasts of Z3-2LS 
per cent for this year. This is 
regarded by some econo- 
mists as highly optimistic. 
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NOTICE TO HOLDERS OF WARRANTS 
TO SUBSCRIBE FOR SHARK OF COMMON STOCK OF 

Nippon COMSYS Corporation 
(the "Company") 

issoed in conjunction w&t 

US.S100.000.000 1 1/8 per ceat. Notes dw 1998 with Warrants 
and 

US.$100,0QQ,000 3 3/4 percent. Notes** 1999 mOh Warrants 

Pursuant to Clause 4 (F) (w) of foe I nstr u ments dated 
3rd March. 1964 and dated 30th Match. 1995 relating to 
the Warrants (the ' Instruments'), notice Is hereby given 
that the proposal to set the record date for the payment 
of interim divfoend (being a cash (Sstifoution pursuant K> 
Article 293-5 of the Commercial Code of Japan) was 
approved at the ordinary general meeting of share- 
holders of the Company held on zm June, 1997. As the 
result. "Dividend Accrual Period" defined in Condition 4 
of the Warrants shall now mean the six-months periods 
from 1st April to 30th September and from 1st October to 
31st March In each year. 

30 th June. 1987 Nippon COMSYS Corporation 
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FINANCIAL Tons 

The FT can help you reach additional business 
readers In France. Our link with the French 
business newspaper. Les Echos, gives you a 
unique recruitment advertising opportunity to 
capitalise on the FT’S European readership 
and to forget the French business world. 

For m uj na ti o n on rates and further details 
please telephone: 

Toby FWen-Crote on +44 171 873 4027 
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" NEWS: INTERNATIONAL 


America’s guilty smokers a popular target 


By Patti Waldmeir in Washington 

They can be seen outside any US 
office b uilding : gtniTMnp jjj door- 
ways. furtive of glance, speaking a 
body language or guilt, these are 
America's smokers. 

Their vice is the one America 
most loves to hate: more than 

drinking, over-eating, or marital 
infidelity. Over the past 10 days, 
since the deal to combat smoking 
between tobacco companies and 
state attomeys-general. US society 
has spoken with one voice: smok- 
ing must be eradicated. 

The ceremony to announce the 
deal was quintessentially Ameri- 
can: the attorneys -general, their 
voices broken with emotion, 
promised a bright new nicotine- 


free future. Invoking the interests 
of “our children" - the mantra 
which seems to grace every Amer- 
ican political action - they pro- 
claimed victory in the holy war 
against smoking. The atmosphere 
was both pious and triumphaflsL 
It was not the moment to declare 
the joys of smoking. 

In such an atmosphere of uni- 
versal condemnation, it is easy to 
forget that there are 48m 
Americans who smoke - Sm more 
than voted for Mr Bill Clinton as 
president- 

Professor Bernard Bede, a soci- 
ologist at Northwestern Univer- 
sity who has studied both the 
sociology of smoking and the cru- 
sade against it. believes that Calif- 
ornia led the way in demonising 


smoking. “All American culture - 
increasingly, all world culture - 
originates in southern California, 
and they are obsessed by air qual- 
ity." he says, ‘Anything that goes 
into the air in LA hangs around.'' 

Other Americans followed Cali- 
fornians in becoming ‘obsessed 
with their personal microenviron- 
ment". he says. This led to per- 
fume bans and a brief consumer 
fling with products without addi- 
tives - such as colour-free cols- 
Theo came the campaign against 
second-hand smoke (smoke 
inhaled by non-smokers). 

Second-hand smoke tipped the 
balance in the tobacco war. after a 
1993 report from the Environmen- 
tal Protection Agency said such 
smoke killed 3,000 non-smokers a 


year, smokers could no longer 
complain that their vices were 
purely personal. Two years later, 
the Congressional Research Ser- 
vice said there was no evidence of 
"substantial health effects of pas- 
sive smoking". Still, smokers 
remain, in the popular mind, the 
most serious known risk to public 
health. 

Smoking in indoor public places 
has been reduced dramatically; 
now outdoor smoking is also 
being restricted. Same municipali- 
ties are taking aggressive mea- 
sures against it: the village of 
Friendship Heights, in Maryland, 
tried to ban smoking on five of its 
seven streets (the county council 
overruled this). And in Norfolk. 
Virginia, newly hired police and 


firefighters are prohibited from 
smoking even at home (health 
insurance has a role to play in 
this ban; because heart-lung ail- 
ments among police and firefight- 
ers are assumed to result from the 
job, the city has a financial inter- 
est in stopping smoking). 

This has led to a sharp decline 
in smoking, from 42 per cent of 
adults in 1965 to 25 per cent now. 
But this may have been arrested: 
1996 figures failed to show any 
decrease. And teen smoking has 
risen sharply: by 50 per cent 
among 1 3-year-olds, between 1991 
and 1996. Smoking advocates say 
this proves that publicity against 
tobacco is counter-productive - 
and that the new tobacco agree- 
ment could also backfire. 


But in the ranks of the* silent 
minority, many smokers say they 
smoke not because of or despite 
publicity from both sides, bur 
because they enjoy it. 

Megan has asthma and a lung 
collapsed by smoking. She 
believes lung cancer would be no 
more than she descrvc-s. Steph- 
anie says she worries a Ini about 
dying from tobacco- related illness. 
They are like most smokers: not 
unaware of the risks - indeed, 
they often overstate them - just 
fond of their vice. 

But surprisingly, most smokers 
also support measures in curb 
smoking. Smokers who enjoy 
Lheir rice, but wish they did not: 
the perfect target for rohacin war 
in a puritanical society. 


Sharon’s meeting with 
PLO man admitted 



Resurrection: Cdrdenas greets a rally in Mexico City, where he is set to become mayor w** 


By Avi Machlis in Jerusalem 

Mr Ariel Sharon. Israel’s 
hawkish infrastructure min- 
ister. recently secretly met a 
senior Palestine Liberation 
Organisation official In an 
apparent attempt to soften 
his image before his expec- 
ted appointment to Israel’s 
inner security cabinet this 
week. 

Israeli and Palestinian offi- 
cials yesterday confirmed 
reports that Mr Sharon met 
Mr Mahmoud Abbas, a 
senior PI/) official, on June 
16. The meeting was 
arranged by Mr Abdul- 
Wahab Darawshe, an Arab 
member of Israel’s Knesset 
Mr Darawshe said he 
received a “positive report” 
from the two, who said they 
planned to meet again. 

Mr Sharon has vowed 
never to shake the hand of 
Mr Yassir Arafat the Pales- 
tinian leader and PLO chair - 
man. whom he has branded 
a murderer and war crimi- 
nal. An aide to Mr Sharon 
refused to say whether he 
was now willing to meet the 
Palestinian leader. 


By Richard Waters 
In New York 

The accounts 'manager at 
Penguin USA whose actions 
led the book publisher to 
take a charge of £l00m 
($165 m) earlier this year was 
involved in a scheme to 
defraud the company, 
according to a lawsuit filed 
late on Friday. 

The manager, Ms Christ- 
ina Galatro, bought cruises 
to Europe. Alaska and the 
Caribbean with money from 
the fraud, as well as jewel- 
lery and antiques, the civfl 
case brought by Penguin 
claimed. She is accused of 
working with an employee of 
a collections agency used by 
Penguin to steal at least 
Si .4m. 

The alleged fraud is not 
directly related to the £l 00 m 
charge taken by Pearson, the 
publishing and media group 
whose interests include the 
Financial Times as well as 
Penguin. That stemmed 
from the discovery that Ms 
Galatro had been offering 
discounts to some customers 


Mr Sharon, a hardline for- 
mer general and champion 
of Israeli settlement In the 
occupied West Bank, is the 
leading contender to win the 
vacant finance ministry post 
when Mr Benjamin Netan- 
yahu. the prime minister, 
announces his reshuffled 
cabinet this week. A senior 
aide to Mr Netanyahu said 
that even if Mr Sharon was 
not appointed to the trea- 
sury, “it looks like he will be 
sent to the inner security 
cabinet". This would grant 
Mr Sharon more influence in 
peace negotiations if Israel 
and the Palestinians restart 
the deadlocked talks. 

Mr Ronni Milo. Tel Aviv's 
mayor and a moderate mam - 
ber of the ruling Likud 
party, said that despite Mr 
Sharon’s image as a stalwart 
ideologue, tbe meeting 
pointed to his flexibility. 

“I believe that he is prag- 
matic and a realist," he said. 
“He assesses correctly that 
the peace process is irrevers- 
ible.” 

Jewish settlers said they 
were shocked when they 
beard their primary sup- 


since 1991 in return for early 
payment of bills, and then 
not revealing tbe discounts 
in Penguin’s accounts. 

However, if proved, the 
fraud case could strengthen 
Penguin’s argument that it 
did not know about the dis- 
counts until the beginning of 
this year. Tbe company is 
facing a separate Investiga- 
tion into whether the secret 
discounts were part of a plan 
by the company to favour 
large booksellers, harming 
smaller retailers who lack 
the muscle to command such 
discounts from publishers. 

In its lawsuit, filed in fed- 
eral court in New Jersey. 
Penguin the unauthor- 
ised discounts "were used in 
part to hide Galatro’s thefts” 
by ensuring customers paid 
their bills early and so help- 
ing to mask the money she 
had stolen. 

Also, it accused her of 
speeding payments to give 
the impression that she was 
effective at her job and 
“allowing the [fraud] plot to 
continue undetected". 

Like other large book pub- 


porter in government 
appeared to have moderated 
his position. 

Mr Ahmad Qorei. speaker 
of tbe Palestinian Legislative 
Council, said the Palestin- 
ians had no choice other 
than to forge a relationship 
with Mr Sharon. “Mr Sharon 
has a very bad reputation 
among Palestinians because 
of Sabra and S ha til a," he 
said, referring to the massa- 
cre of hundreds of Palestin- 
ians at two refugee camps 
near Beirut by pro-Israel 
Christian militiamen in 1982. 
An Israeli commission of 
inquiry found Mr Sharon, 
then Israel’s defence minis- 
ter, indirectly responsible for 
the killtngg 

“But there’s no doubt that 
he’s an important figure in 
the Israeli government, and 
we cannot avoid him if we 
want to make peace," said 
Mr Qorei 

• About 50.000 Israelis dem- 
onstrated against Mr Netan- 
yahu in Tel Aviv on Satur- 
day night. Tfie protest was 
the largest rally against the 
prime minister since he 
came to power last year. 


fishers in the US. Penguin 
entered a consent decree two 
years ago agreeing to makp 
discounts for early payment 
and other incentives avail- 
able to all customers. The 
decree settled a lawsuit 
brought by the American 
Booksellers* Association, 
which represents small, 
independent retailers and - 
which had accused the pub- 
lishers of offering such bene- 
fits only to large booksellers. 

Besides Ms Galatro, who 
was director of Penguin's 
credit and coflections depart- 
ment until being dismissed, 
the fraud suit also levels 
charges against Mr Jerome 
Bedell, an employee of Asso- 
ciated Companies, a collec- 
tion agency used by Penguin 
to handle payments from its 
customers. The two are 
accused of diverting cheques 
that should have gone to 
Penguin, and of deducting 
more than Associated's 
agreed fees from payments 
bandied by the company. Ms 
Galatro’s husband, Stanley, 
and Associated are also 
named in the suit 


Mexican 
mid-term 
poll upset 
predicted 

By Leslie Crawford 
in Mexico City 

Final opinion polls before 
Mexico’s mid-term elections 
next Sunday show tbe ruling 
Institutional Revolutionary 
party (PRI) losing its historic 
grip on Ccmgress. a leftwing 
mayor taking Mexico City 
and opposition parties mak- 
ing gains in state elections. 

However, the outcome of 
the July 6 vote could still 
throw up other surprises, 
given that a quarter of the 
electorate remains unde- 
cided, according to opinion 
polls published by Reforma 
and six other Mexican news- 
papers. 

The PRI's support has 
fallen to 28 per cent com- 
pared with 48 per cent of the 
electorate who voted for Mr 
Ernesto Zedillo in the 1994 
presidential elections. Sev- 
eral factors have contributed 
to the PRI’s decline: the 1995 
financial crash, falling fam- 
ily incomes, urban unem- 
ployment, rising crime, and 
a succession of drug and cor- 
ruption scandals which have 
tainted high-ranking mem- 
bers of the party. 

Mexico's opposition parties 
have sought to turn the elec- 
tions into a referendum on 
Mr Zedillo’s first 2 Vi years in 
office. It has been an effec- 
tive campaign funded, ironi- 
cally, with generous state 
subsidies, and focusing on 
the need for change after 68 
years of PRI governments. 


By Louise Kehoe 
in San Francisco 

Computer hackers are 
targeting users of America 
Online, the world's largest 
online service, with "Trojan 
Horse" programs that invade 
personal computers and 
steal passwords. 

The problem was discov- 
ered by the National Com- 
puter Security Association 
(NCSA), a US security soft- 
ware industry group. AOL 
joined NCSA in warning its 
members of the “significant 
prevalence" of the online 
security scam. 

“Trojan Horse" programs 
masquerade as legitimate 
software, but have hidden 


Although the PRI Is likely 
to remain the largest party 
in Congress, its current level 
of support suggests it may 
lose overall control of the 
500-seat Chamber of Depu- 
ties. The prospect of a hung 
parliament - the first this 
century - is worrying the 
administration and exciting 
political pundits. 

"If the PRI loses Con- 
gress," says Mr Oscar Levin, 
a PRI deputy, “tbe party will 
blame President Zedillo and 
the backlash against him 
will be strong.” 

Discontent within tbe 
party r anks , traditionally 
more populist and left-lean- 
ing than the technocrats in 
the administration, is likely 
to increase tbe government’s 
difficulties in passing 
reformist legislation through 
Congress. Some PRI deputies 
are already forecasting a 
breakdown in party disci- 
pline. “It could take an 
entire generation before we 


malicious functions. Unlike 
computer viruses, they are 
seldom detected by anti- 
virus software, making it 
very difficult for users to 
know that private files may 
have been invaded. 

NCSA said it had found at 
least three dozen versions of 
a Trojan Horse program that 
enables backers to find 
details of AOL accounts, 
including passwords. Several 
of the rogue programs were 
first found in Germany. 

The pattern of attacks on 
AOL users did not reflect 
any unique security prob- 
lems with the online service. 
NCSA said. Rather. AOL 
members may be the pri- 
mary targets of these attacks 


learn how to negotiate with 
each other." Mr Levin says. 

Tbe first test for Mr Zedil- 
lo's negotiating talents is 
likely to come in November, 
when the government pres- 
ents its 1998 budget before 
the Chamber of Deputies. In 
the past, the lower house 
has taken less than four 
weeks to rubber-stamp the 
budget, following a cursory' 
e xamina tion by a committee. 
The Senate has no review 
powers over the budget. 

Worries over a future 
unruly Congress led some 
PRI hardliners last week to 
consider calling an extraor- 
dinary session of Congress 
to legislate changes to tbe 
Chamber of Deputies’ con- 
trol of the budget. The plan 
was apparently quashed by 
Mr Zedillo at the weekend. 
“The president has no wish 
to undermine the spirit of 
the democratic process.” one 
of his aides said. 

The big surprise of the 


because the easy-to-use 
online service appeals to 
new and relatively unsophis- 
ticated internet users. 

Trojan Horse programs are 
sent to AOL users as attach- 
ments to e-mail messages. 
When a recipient downloads 
and runs the program, hid- 
den “sniffer" software is 
activated. The sniffer 
records a user's keystrokes 
and sends them via e-mail to 
anonymous backers. 

“Our message is one of 
caution. Be extremely cau- 
tious of any programs which 
are sent to you by e-mail,’* 
said Mr Peter Tippett, presi- 
dent of NCSA. In particular, 
users should not run pro- 
grams portrayed as software 


election campaign has been 
the left wing Revolutionary 
Democratic parly iPKD). 
which many had written off. 

In Mexico City. Mr 
Cuauhtemoc Cardenas, the 
PRD candidate for mayor, is 
forecast lo win with 39 per 
cent of the vote. Mr Car- 
denas’ political resurrection, 
after twice losing presiden- 
tial races, has raised the par- 
ty’s profile in areas of the 
country where it was previ- 
ously weak. Opinion polls 
show the PRD could get 
more than 19 per cent of the 
national vote on July 6. 

The conservative National 
Action party (PAN) has run 
a disappointing campaign in 
the capital, and this has 
depressed its support else- 
where. The PAN is likely to 
poll 23 per cent of the 
national vote, but it also has 
a strong chance of winning 
the governorship races in 
the industrial states of 
Nuevo Leon and Quenetaro. 


to enhance security. “We 
will continue to take steps to 
educate AOL users about 
potential security risks and 
how they can protect them- 
selves,” said Ms Tatiana 
Gau. AOL vice president. 

Trojan Horse attacks are 
just the latest problem for 
AOL users. Many get mes- 
sages from hackers purport- 
ing to be AOL staff asking 
for passwords. 

Ironically, these scams are 
making AOL members more 
wary and experienced in 
dealing with hackers’ tricks 
than most other internet 
users. This could drive the 
hackers to attack users of 
other internet services. 
Media, Page 13 


UN eyes 
fragile 
peace in 
Angola 

By Burnaby Phillips 
in Luanda 

Tbe United Nations Security 
Council today decides on the 
future of its peacekeeping 
operation in Angola, amid a 
deteriorating military and 
political situation. 

Following today's expiry 
of the mandate of the Ina- 
vem HI peacekeeping force. 
UN sources say it will be 
replaced b> n smaller mis- 
sion. comprising military 
and human rights observers 
and police. 

But the precarious situa- 
tion in Angola makes it 
almost inevitable that tbe 
UN will again postpone the 
complete withdrawal of the 
infantry battalions that 
make up the bulk of Una- 
vera III. the largest peace- 
keeping force in lbe world. 
A diplomat in Luanda said: 
“The UN finds iiseir in a 
dilemma; on the one hand it 
is tired of funding Angola’s 
peace process; on the other 
hand, it knows everything 
could blow up if they left." 

The prospects of a break- 
down in Angola’s shaky 
pence accords are grow Ing. 

The Tall of President Mob- 
utu in neighbouring Zaire 
has upset the delicate bal- 
ance or forces that has kept 
Angola’s governing MPLA 
party and former rebel 
Unity movement in check 
since the signing of (he 
Lusaka Accords in 1991. Mr 
Mobutu was a vital ally of 
Unita, and bis departure has 
emboldened the MPLA. and 
strengthened the hands of 
military hawks who argue 
in favour of a quick knock- 
out strike against Unita . 

The government and 
Unita have been fighting in 
the diamond-rich province 
of Lunda Norte for several 
weeks. 

The MPLA and Unita 
accuse each other of plan- 
ning a return to war. and 
the UN has appealed to both 
sides to tone down their hos- 
tile propaganda. While nei- 
ther side is on the verge of 
an all-out offensive, both are 
strengthening forces in stra- 
tegic parts of the country. 

Mr Aliounc Blondin Bcye, 
tbe Malian diplomat who 
has headed Unavem III for 
four years, will, at least ini- 
tially, be in charge of the 
follow-up mission. 

Mr Beye's priorities will 
be to try to rein in the gov- 
ernment's aggression, while 
convincing Unita finally to 
comply with the terms of 
the peace accords and dis- 
band its forces. 

Privately, UN officials and 
diplomats say an agreement 
on the distribution of Ango- 
la's vast diamond reserves 
may now be the key to 
peace. Most of tbe diamond- 
mining areas were overrun 
by Unita in 1992 and 1993. 
but the government is uow 
talking openly of its deter- 
mination to bring them back 
under state control. 

With government encour- 
agement, Unita has set up 
its own legal company, but 
negotiations on concessions 
In Lunda Norte have been 
stalled for weeks. “We need 
a diamond agreement now,” 
said one official involved in 
the peace process, “before 
the fighting spreads." 


Penguin accounts manager 
accused of fraud scheme 


Hackers hit AOL cybervirgins 
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NEWS: WORLD TRADE 


CONTRACTS & TENDERS 


The Rnsinn Federal Property Fund announces that It wriU bo conducting an p a ction on bahoif of Russian fede ra tion 
Government, for the sale of Open Jolnt-stocfc Company *1nw fltt ilo«inoyn Kom panlyu SvytsdF ('SvyazfcnmsV"') shares 
bi the amount of 25 percent of the authorised capital and one common share. In ac co r d ance with Statement IS of the 
Law On Privatisation Of Government And Municipal Ente i pr ises In Russian Federation. Official text of the 
Informational announcement was mode public In the bulletin •Reformo* Ms 28 from June 21, 1997. Below follows the 
unofficial translotion of the authorised a nno un c ement of the auction, which was made public In the bulletin “ K e f orm n *. 

The Svyadnvmt shares ore currently property of Russian Federation. 

Sefler ol I ha shares b the Russian Federal Property Fund. 

The auction is to be held cm July 25, 1997. 

Full name of the (oM-dock company b Open Jotnt-Slodc Company Tn w sWs i onnoya kompantyo svyad* {Svyazlmttai}. 

Legal address and location of the Issuer 1 03375, Moscow, uC Tvenkaya, d 7. 

The issuer is registered of the Moscow Registration Chamber, certificate ol stole registration No 038.439 from September 18, 1995. 

Primary activities ol Ihe issuer * development and realisation ol Investment projects In the orea of telecommunications, rendering 
of telecommunications services la logoi entities and Individuals, and poriiupatian In foreign economic activities. 

The outhorro A capital of Svyadnvesf was formed by means of consaJidaflon of shore stakes of 85 regional JointnSlodr 
Companies operating In the area of leteconwnunloailons, which hud been formed In the privatisation process of government 
com nn.nl ca l lores enterprises and assigned to federal property. The authorised capital of Svyadnvest lotals 7,834,937,220 thousand roubles, i 
List of the joint -stock componios, entering Into the structure of 5vyminve31 b gfaen in the appendix. 

In accor da nce wtlh Russian Federation Presidential Decree 'On the measures for further development of letocommuntaotioiW and 
inanagemenl of 'Svyarinvesf, 'Rostelecom', 'Cenlrd Telegraph', 'Ekaterinburadoaya Oty Telephone System' and ’Gtprasvya*’ shares found 
In federal possession' from April 28, 1997 Ns427 and for implemen ta tion of the Decision of Russian Federation Government 'On sales of 
'Svyazinvosf shares' Nb 6I8 from May 23. 1997, controftng blocks of shores totalling 38% of Ihe authorised COpftd, or 50.7% of the 
number of voting shares from four lexnl-slock companies ("Rostelecom', "Central Telegraph", 'Gforesvyaz* and "EJcoterinburgskoyo CTS*J, 
which hod previously belonged to federal property, were properly transferred to the authorised capital of Svyaziwest in order to fund 
additional issues of Svyazinvesl shares. 

The authorised capital of Svyazfnvesf b 19,5 18.337,220 thousand roubles cBvided Into IP^S I8J337J220 common shares. 

The praperfy Issied shares of Svyazinvesl were re gi stered with tire Department of Finances In Moscow, entitled to provide 
registration for Issued stocks in accordance with legislation of Russian Federation. 

The state registration codes of the issued Svyazinvesl shares are: 

First Issue: No 73-1 *p* - 5674 from October 10, 1995 
second issue: No 73-1 'p' - 6334 from March 3. 1996 
third issue: Nb 73-1 V - 8400 from June 2, 1997 

In accordance with the plon of privatisation 51% of the shares will remain as federal property. 25% of the shares of the 
authorised capital plus one common share b put up for auction and 24% of Ihe shares of Ihe authorised capital minus one common shore 
wiS be put up for commerdal bideting with investment terms In the first half of the year of 1 998. 

Nominal value of ihe shares b 1000 roubles. 

Nominal value of ihe block of shores b 4,879,584,306 thousand roubles. , 

I Initial price of the block of shares is established In an equal sum in roubles, equivalent to USD mSBon US doHors by the 

excitongri rate of Ihe Central Bank of Russian Federation on Ihe dale of payment. 

A block of 4,879^84406 common shares (25% o t the authorised capital + I share) are being put up far auction. 

The auction will be conduded In the form of bkfctng, open to Ihe parttcipanls and dosed by submission of offers by price for 
:1 m block ol shaies, In accordance wilh Ihe "Law on ihe sales of blocks of shares, totalling 25% of the authorised capital and one common 
diuie, in a monetary auction", confirmed by the 5tafe Property Commrftoe from June 20, 1997 Nfa 488-r. 

Doc u ments which must be submitted for p m t klpu tfoa Isi the auction: 

■Application for participation I" lh* auction according to the farm described in ihe present informational announcement. 

-A copy of f* ! payment document of the money transfer for the deposit sum of ihe account erf the seller with a bank note of me 

payee ^ certified copy of the SWIFT printout of money transfer of foreign currency pot transfer of foreign currency). 

Legal entitles submit Ihe constituent documents, confirming Ihe size of participation of the state, bodies of government _ power and 
local authorities, social organisations, charitable and other soda! fond In their authorised capital (for John-stock companies, book entry from 
Ihe register erf the shareholders). 

For foreign companies a notarised copy ol the founding documents b necessary fin two copies), as we# os book entry from a 
trade register or any equivalent proof of legal status In accordance with the legislation of the country to which the company b located. 

The fast of submBted documents (In two copies). , 

Offers far the price of the black af shares am to be provided by Ihe participants to the Commbdon for Ihe conduction ol ihe 
u action in a sealed envelope, after acquiring ihe status of auction participant In accordance wllh low 4.6 

The sum of the dawn poymenf wffl be deposited In one payment either in U5 doflart or In Russian roubles kilo the aoaormt ot the 
seller, as slated In the informational announcement. 

The dawn payment, deposited by as p ira nt s for participation in the auction, b estab lished at Ihe sum: 

-In Russian Rrfobfes - 2,32 IritRon roubfes 

-in foreign currency - 400 mffion US dolors . 

The settlement account of the sefler lor t ransfer of the advance tn Russian roubles: HHH 77040978416 eneuorer 693401 s 
OilFPY-I UB PO. &WK 044 SO 1002. , . _ 

The corresponding accounl of the Central Bank of Russian Federation for deposit of Ihe advance in US doBonc 
Republic National Bank of New York, New York 

accounl No 4.08 555 BOO , . * 

' Beneficiary - Russian Federal Property Fund (down payment for participation m Ihe auction of Svyocdmest), 

account No 3070801 in OPERU-1 of Ihe Central Bank of Russian Federation. 

Deposit ol Ihe down payment sum must be received Into Ihe account of Ihe sefler no later than kity 21, 1997. 

Documents, confirming the receipt of the down payment sum Wo the account of Ihe seller b a seBer** account statement, which 
the seller must submil to the Comm is s i on for the conduction of the auction before the beginning of the auction summarisation. 

For information: Issue of a personal account of the seller In OPERU -1 Bank of Russia b given to the bank of the seller on the 

third woriana dav after entering Wo ihe account of the seller. ... ..... , , 

Obligation af the aspirants for transfer af the down payment It legalised by the down payment contract, which b to be signed 
by the aspirant and ihe seller before transference of the down payment, as stated In the teformatioitol a™"*™”"™'* k 

In ihe dawn naymenl contract, Ihe procedure for return of the down pay ment s um b provided for m the event that the aspirant 
not allowed to participate in Ihe auction ortf nol recognised as ffie winner of the auction. 

I legal entities and individuals, in accordance with statement 9 of Russian Federation law On privatisation of gowwnnwnt and 

| municipal enterprises in Russian Federation' ore allowed to participate in the auction and are acknowledged as purchasers, who submit Ihe 

application and other documents lor poriidpedion in the auction on time, as staled in Ihe Informational announce men I, and provide receipt 
of Ihe down payment sum Wo the accounl of the seller In Ihe authorised amount end dale 

Participation in the auction is allowed to foreign legal entities and individuals who meet with these requirements, and 
requirements established by (he legislation of Russian Federation, 

'.pp Heartens for auction participation will be received doily from June 23, 1997 until July 21, 1997 from 9:00am to 6:00pm 
Moscow time, ol Ihe address of ihe Commission for me conduction erf Ihe auction. 

Price oilers lor ihe blocks of Svyazinvesl shores submitted by the aspirants, who become pwfopartts of Ihe auction wffl be 
received on Jtfy 25, 1997 from 2:00pm to 5:00pm Moscow time by Ihe Commission for conduction of the auction. The price offers must 
be submilled In a seal V envelope, and musl be drown up in Russian language, and signed by Ihe entitled representative of the participant 
af the auction. The price offer must be given In a whole number, and also written out, in US doffore, with acceptance that Ihe pariidponf 
ol the auction musl make payment for Ihe block of Svyazinvesl Acres in Russian roubles according to the exchange rote of the Central 
Bank ol Russian Federation on Ihe dale of payment. In Ihe event of contradiction between ihe numeric figure and the written figure, the 
Commission will only take into consideration the written figure. Price offers given below the Initial price will not be considered. 

Summing up of the auction wifl be July 25 1 997 at 5:00pm Moscow time at the address of the Commission for conduction of the 
auction. ' . 

The winner of ihe auction bidding wffl be the person who offered the highest price far the Wocfc of -Svyazfavest shams being 
sold. - * ' 

• If two or more equal offers were mode by participants of the auction for Ihe price of the block of shores, determination of the 
winner wdl be deckled by iIvb dole and fane af ihe down payment deposit into the account of the seUef. The winner of the audfon wJI be 
the participant whose dawn payment was deposited into Ihe accounl of the sefler before Ihe others. 

Notification of acknowfedgoment of the auction participant as winner and a copy of the protocol for conduction of the summing 
up of the auction wifi be given fo’lhe winner or to hb authorised representative by receipt or <£spatah of o post order. 

In no loss than three working days, from the moment of confirmation of the protocol for conduction of the auction summing up, 
ihe sefler and purchaser must fulfil the sales-purchase contract as stated in the informational announcement. 

IF the winner of ihe auction does not follow or refuses the dose of the safas-purehose contract, Ihe down peroment wiu not be 
relumed, and Ihe right to dose Ihe soles -purchase contract goes to the pariidpanl who offered the second Nghesi bid otter the winner far 

Ihe block of shares price. . , , , . . n. ja. 2 . ,, V. , . , . 

The auction, in which there b only one partdpanl, and also h Ihe event that the parhapont who offered the seepnd Wghert bid 
should refuse fa dose the sofes-purchase contract, will not be considered vafid. For payment of »» price ol the Svyorfnvest b tocfc ot 
shares, as dele. ..rined in the process of trade, ihe purchaser is allowed instalments. The dawn paymeirf, transferred from the purchaser to 
the accounl of lie seller, b counted in the sum ol the block of shares sale and Is considered as the first payment at. the moment at 
conclusion of ihe sales-purchase agreement. The remaining payments for ihe price of the Mod of shares sum must be transferred by the 
purchaser 1o Ihe account of ihe seBer within a period of seventy-five colon dor days after ihe conclusion of Ihe purchase-sales contract 

th. foUmvtngw^ ^ ^ ^ ^ k)|d pgynw,,, within a period of fifteen calendar days from Ihe day of condusion of the purchase-soles 

contract oi ihe block of shares; ^ , , , , ^ , . _ c >L _ 

-the remaining portion of the complete payment wtthfn a period of seventy-five calendar days from the conclusion ot the 
purchase-sales contract. 

The moment of payment transfer is receipt of ihe money Into the account af the seller. . 

Delay m mealing ihe obligations lor payment of Ihe blocks of shares b not a Bowed- fri the ace ajaveraii Q poyme nl, ™ 
contract is considered cancefled according to Bs terms, all obligations of Ihe contract are terminated, and the sum of the purchasers down 

powuent is not relumed . . „ . . , . , 

Transfer ol tha payments for ihe blocks of shares must be made in Russian roubles according to the exchange rate of me 
Central Bank of Russian Federation an ihe date of payment Into the account of the seller 

MHH 770409784 16 cneqceer 69340? a OHEPY-l npw LfB W>, BJ4K 04401002. - . . . 

The property rights lor ihe block of shares transfers from ihe seller to ihe purchaser from the moment a cotresfy nding entry* 
made in the register af ihe Svyazinvesl owner, carried out after registration of ihe safe-purchase contract for Ihe btock ot shares try me 

dpUflr _ ^ . 

Registration of ihe sales-purchase contract for ihe block of shores b to be mode within two working days after the moment the 

purduxer fuffrls the following: _ ... ■ _ . 

■complete payment ol ihe price for rhe block of shares, lhal is confirme d by account statements of the sefler that the monetary 
moans were received in ihe amount and by the date stated in the sales/ purchase contract; , , 

-ihe purchaser submitting to ihe sefler a written agreement of the State Antimonopoly Committee ot Russia on the purchase ot 
the black of shores, as was subject lo bidding in an auction; • , , , 

-inquiry receipt dedaring the monetary sources, used by the purchaser ot the moment of payment tar iho price of Ihe btock of 
shares; . , . 

-pur draw submitting to the seller a written agreement by the appropriate body of the purchaser, oflowing th© purchase ot me 
block of shares, if it is necessary according fa t 

Hie purctessef's founding documents, and jucficJcd legislation of the country in which the purchaser is registered. 

The seller and Commission lor Ihe conduction of Ihe auction ore located ol Ihe address: 

Russia, Moscow, Larwukf) Prospect, d. 9, 8th floor, room 810 
CotJad telephone numbers: 

Russian Federal Property Fund phone: 7 [095) 236-6548, Free 7fl»5) 956-2780 

You may become acquainted wilh the plans of privatisation and other LUiaJifua if docum ent, terms of auction conduction, 
receive information oi Svyazinvesl and Ho afftfiata companies and hand in apptoattons to the address: 

Russia, Moscow, Leninsldl Prospect, d. 9, 8lh Roar, room BIO, teL: 7(095) 236-6548. 

Additional information on Svyazinvesl available ol http://wvvw.afan.tu/eng/ rffi/ripfJitm 
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Forthcoming Financial Times Surveys on 

Africa 

in 1997 

Africa Mining - September 2 
Mauritius - September 15 
South Africa - October 21 


For further Information, please contact: 
Gareth Jones 

Tel: +44 171 873 3238 Fax; +44 171 873 3595 
email: gareth.jones@ftcom 
or your usual Financial Times representative 


UK to press for deal over 
US domestic flight routes 


By Michael Skapinkor, 
Aerospace Correspondent 

The UK government is set to 
press far British carriers to 
be aliened to fly on domestic 
routes within the US, a 
demand that Washington 
has in the past rejected. 

The US is waiting for the 
Labour government to 
resume negotiations on an 
“open, skies” deal Washing- 
ton has made such an agree- 
ment a precondition for 
approving the proposed alli- 
ance between British Air- 
ways and American Airlines. 

Attempts by the previous 
Conservative government to 
strike a new air deal found- 
ered over Washington's 
demand that US airlines be 
given greater access to Lon- 
don's Heathrow airport and 
over the UK's insistence that 
British carriers be given the 
right to fly domestically in 
the US. 

The UK's insistence on 
this right - known as cabo- 
tage - was one of the main 
factors behind Washington's 
derision to call off further 
negotiations last summer. 
Talks later resumed, but 
were interrupted by the UK 
elections. 

In a written answer to a 
parliamentary question last 
week, Ms Glenda Jackson. 



Off course: American Airlines chief Robert Crandall says 
Ttt not going to happen” hot Glenda Jackson (right) is 
determined to put issue of access to US routes on agenda 


UK transport minister, said 
she expected the government 
to raise the cabotage issue 
again when negotiations 
resumed. She said: “I would 
expect access by UK carriers 
to routes both within and 
beyond the US to be part of 
any such negotiations." 

The Conservative govern- 
ment argued that if US carri- 
ers -were given the right to 
fly from the UK to third 
countries, British carriers 
should be given the right to 
fly within the US. as the 


right to fly from the US to 
other countries was of little 
value to UK airlines. 

Airline executives . in the 
US have said, however, that 
they cannot give foreign air- 
lines the right to fly domesti- 
cally because of strong 
union opposition. Mr Robert 
Crandall, chairman of Amer- 
ican Airlines, said last year. 
"There's no point in talking 
about It any more. It isn’t 
going to happen. The labour 
unions in the US are not 
going to permit cabotage.” 


Mr Gerald Greenwald, chair- 
man of United Airlines of 
the US, said: “US unions are 
crazed over the cabotage 
issue." 

Ms Jackson said she also 
expected the UK government 
to raise the issue of limits on 
foreign investment in US air- 
lines. Washington does not 
allow foreign companies to 
own more than 25 per cent of 
a US airline. The European 
Union allows foreign share- 
holders to own up to 49.9 per 
cent of an EU airline. 

The proposed BA-Ameri- 
can alliance, which envis- 
ages extensive co-operation 
and revenue sharing, still 
has to be approved by UK. 
EU and US regulators. The 
UK Office of Fair Trading 
has recommended that the 
deal be allowed to go ahead 
If BA and American agree to 
give up enough slots at 
Heathrow to allow rival air- 
lines to make 12 additional 
round trips a day. Mrs Mar- 
garet Beckett, the trade and 
industry secretary, has yet 
to give her derision on the 
alliance. The General 
Accounting Office, the inves- 
tigative arm of the US legis- 
lature, has said the two air- 
lines should be required to 
give up 23 daily round trips 
at Heathrow. 
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EU poised 


price 


i to strike Ground 

, • breaking 

over chips ve hicie 


‘Gentleman’s agreement with Japan and S Korea 
could mean lifting of anti-dumping measures 


By Neil Buckley in Brussels 
and Paul Taylor in London • 

European Union, Japanese 
and South Korean semicon- 
ductor makers are pofeed to 
begin talks on a "gentle- 
man's agreement" an mini- 
mum prices that could lead 
to the lifting' of HSU anti- 
dumping measures on com- 
puter memory chips. 

The European Commission 
announced in March it was 
reintroducing minimum 
price untiertafcfpgs -oh 
imported Japanese and 
South Korean D-Ram chipa,- 
after a 21 -month suspension^ 
when it found evidence that- 
manufacturers were again' 
selling below cost price. 
That derision pleased Euro- 
pean D-Ram manufacturers, 
but caused concern fan the 
electronics Industry. 

D-Rams, or Dynamic Ran- 
dom Access Memory chips, 
are the basic building block 
for all kinds of intelligent 
electronic devices from video 
recorders to personal Com- 
puters. The EU market is 
estimated at EcdSbn ($5.6bn) 
a year, of which Japan and 
South Korea manufocturers 
have around 80 per cent 

Brussels Is nearing the 
end of a review of the mea- 
sures - one erf the EtTs larg- 
est and most complex dump- 
ing cases - which date back 
to 1990 for Japan and 1993 
for South Korea. It is expec- 
ted to make recommenda- 
tions to EU ministers soon 
on future action, prompting 
growing speculation among 
industry analysts. 

Bat the European Elec- 
tronic Component Manufac- 
turers' Association (EECA) 
representing EU semicon- 
ductor manufacturers, -Is 
poised to begin talks with its . 
Japanese and Smith Korean 
counterparts on an indostry- 
1 0 -industry agreement on 
minimum prices. The talks, 
backed by the Commission, 
could lead to the replace- 
ment of EU measures with a 


voluntary price-monitoring 
framework. 

The Electronic Industries 
Association of Japan and the 
Korean Semiconductor 
Industry Association have 
both demanded EECA drops 
its long-standing complaint 
about .dumping 'by the two 
countries in return for an 
agreement EECA, in turn, is 
Peeking guarantees from the 
European . Commission, 
.I before j It enters talks, that 
antidumping duties would 
immedfo'triy be jOTKwe^^on 
ahy-'raanutectin^TOund to 
be* teaching, a future agree- 
'■naent ■ - 


Brussels is 7 
nearing the'eud 
of a review of : 
the measures ■ ; - 
one of the : 
EU’s largest ' 
and most 
complex 
.dumping eases. 


“We .want a very strong 
signal from the Commission 
that- it will take action if 
dumping is found,” said Mr 
Eckehard Htinge, EECA's 
secretary ■ general'. . “It is 
showing signs, of moving 
that way., ft recognises semi- 
conductors are a strategic 
industry, and EU investment 
must be- protected.” 

The industry agreement 
would be modelled an that 
already operating between 
Japan. South Korea and the 
US on so-called flash 
Eprozns, and various types of 
D-Rams. It would involve a 
voluntary framework, 
whereby manufacturers 
agreed to sell above mini- 
mum prices, and would store 
production cost and pricing 
information on disks which 
could be checked at any time 


by the European Commis- 
sion. 

Mr Eckehard said precon- 
ditions for talks to begin 
could be met within the next 
two weeks. The existing 
anti-dumping measures woe 
reintroduced in phases from 
April l - a gradual approach 
designed to avoid turmoil in 
a market in which over-ca- 
pacity and intense competi- 
tion drove prices down 80 
per cent in 1996. Prices, 
which were already showing 
signs of having “bottomed 
out” earlier this year, have 
stabilised since the measures 
were re-introduced. 

EU measures against 
Japan involved minimum 
price undertakings from 11 
manufacturers - Toshiba. 
NEC, Hitachi, Mitsubishi, 
Fujitsu, Matsushita, Sharp, 
Oki, Sanyo, Mlnebea and 
Texas Instruments Japan - 
according to a formula based 
on cost price plus a 9.5 per 
cent profit margin. Catchall 
anti-dumping duties of 60 
per cent wee imposed any 
other manufacturers, to 
avoid new market entrants 
circumventing the measures. 

The measures against 
South Korea involved simi- 
lar price undertaki n g s from 
Goldstar, Hyundai and Sam- 
sung, with catchall duties on 
other manufacturers of 24 
percent 

European semiconductor | 
manufacturers Including Sie- 
mens. SGS Thomson and 
Philips would like to see tar- 
iffs removed, as long as an 
anti-dumping agreement can 
be worked out and with the 
proviso that breaches of 
“fair trade” are punished 
quickly and effectively. 

An agreement between 
European and Far Eastern 
semiconductor manufactur- 
ers endorsed by the EU 
would also be welcomed in 
the US. which sees the lift- 
ing of EU tariffs as a pre- 
condition. for European chip 
companies to join the US-Ja- 
pan Semiconductor Council 


Poor s kills raise cost of 
marine insurance claims 


for 

farmers 

By Peter Marsh in London 

Coming soon for the farmer 
who has everything: a 
vehicle called the Xenon 
which is claimed to be first 
all-purpose, adaptable 
agriculture machine. 

Ihe Xenon, doe to be 
launched next year by the 
German farm machinery 
maker Claas, will be suited 
to a huge range of 
applications, from potato 
digging to spraying 
chemicals. 

The machine will have a 
cab that swivels and can be 
lifted well above the chassis 
I to allow attachments for 
specific uses to be fitted to 
j the body. 

“This machine will be 
unique,” said Mr Eckert 
Kottkamp, chief executive of 
the fomify-owned Claas, 
which is Europe's biggest 
maker of combine 
harvesters. 

So far the company has 
made 50-100 of the vehicles, 
which have been tested on 
farms around the continent 

After the launch, the 
company hopes for sales of 
several hundred machines a 
year, mainly to well-heeled 
farmers keen on innovation 
and who can afford the 
DM200,000 (9116,000) to 
DM400,000 the Xerion win 
cost. 

The system marks a new 
era for the agriculture 
equipment industry because 
for most of the past 50 
years farm machines have 
been getting more 
specialised. 

Companies have developed 
for specific jobs vehicles 
such as halers, foragers and 
grape harvesters, rather 
than opting for mnltl- 
pnrpose systems. 

But Claas reasons this 
approach can be turned on 
its head. 

Through the development 
of a highly sophisticated 
basic vehicle - complete 
with four-wheel steering, 
and automatic gearbox that 
works going forward or in 

reverse - the farmer can be 

given a “workhorse" that 
can be adapted for jobs 
such as lifting beet 


By Christopher Adams, 
Insurance Correspondent 

Poorly skilled seamen 
unable to speak a common 
lang u a ge mirf f fe advanced 
age trf the world’s commer- 
cial shipping fleet are push- 
ing up the cost of marine 
insurance claims. 

Vessels manned by crews 
from the third world unable 
to speak the same language 
are a danger to maritime 
safety, says the London- 
based Salvage Association in 
its annual report 

“We frequently come 
across ships that have got 
into difficulties because the 
crew cannot communicate 
freely and easily with each 
other," says Mr Trevor Hart, 
chairman of the Salvage 
Association. 


Many crews are frequently 
unable to read manuals or 
make entries In log books 
because the' language used is 
unknown to them. Engine 
room damage accounted for 
35 per cent of marine insur- 
ance rtaimit laid : year. 

“Machinery on newly 
acquired tonnage is often 
Operated without inspection, 
maintenance records or even 
accessible man u als — with 
expensive results. The skills 
of some superintendents and 
their engtneroom crews are 
questionable, n says Mr Hart 

In addition, as the average 
age of shipping increases, 
spare parts which used to be 
available immediately can 
now take up to a year far 
delivery, causing repair 
costs to rise. “The problem is 
compounded by the commer- 


cial pressures which have 
led owners to carry the bar- 
est minimum of Spares," 
says the association. 

A recent glut trf capacity 
and the rising costs (rf envi- 
ronmental and safety issues 
have meant there. Is little 
incentive for owners to 
break up older vessels and 
invest in new ones. 

In particular, the spread of 
ex-Soviet vessels built sev- 
eral decades ago has exacer- 
bated claims. Parts tar such 
ships must often be manu- 
factured since spares no lon- 
ger exist 

Some new innovations 
have helped to improve 
safety, such as global posi- 
tioning systems- which assist 
in navigation. Bat even here, 
the unwary can be responsi- 
ble for accidents. 


through the addition of 
extra equipment. 

In spite of its high cost, 
the company predicts that 
the Xerion - which it has 
developed over the past five 
years - will pay far Itself by 
allowing farmers 

to organise their work with 

fewer specialised vehicles. 

But other observers are 
not so sure. 

Mr Chris Barrow- 
wntiams, a farm equipment 
expert at Off High way 
Keseardi, a London 
consultancy, said: “It looks 
a bit weird and wonderful 
It’s a big risk for the 
company.'’ 

Another agriculture 
ma chin ery pinnug er mfrf h? 
thought dealers might be 
put off stocking the 
machines because the 
concept was so tmnsnal. . 
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Merrill banker 
in fraud probe 

A former senior private banker at Merrill Lynch, sacked 
by the us investment bank last month, is under 
investigation following claims that he forged wealthy 

clients' signatures. 

Merrill Lynch said it had commenced civil proceedings 
a 8ainst Mr Kevin" Wallace, an American, in Singapore, 
where he was based, and in Hong Kong where he is 
believed to be. A criminal complaint has also been filed in 
Singapore, and the bank says it is working closely with 
ail the relevant authorities. 

Reports suggest the alleged fraud could cost Merrill 
Lynch up to S30m. The bank claims that Mr Wallace, a 
former private client financial consultant, engaged in 
unauthorised trading, misrepresenting or falsifying 
private client statements, and forging client signatures. 

Merrill Lynch said anomalies within the division came 
to light after Mr Wallace's departure on May 15. ft said: 

“It has become apparent Mr Wallace had engaged in 
inappropriate conduct in some private client accounts.” 

The bank has also obtained a Mareva injunction freezing 
property and other assets. Louise Lucas. Hong Kong 

Indian industrial growth slows 

India’s industrial growth rate in the year to March 
slumped to 6.7 per cent, down from 11.9 per cent in 
1995-96, according to government figures. The 
disappointing performance for 1996-97 is well down on 
forecasts in the government’s Economic Survey, which 
forecast industrial growth of 8.7 per cent 

The worst performing sectors were in infrastructure. 
Electricity and mining expanded by only 3.8 per cent and 
1.2 per cent compared with 8.1 per cent and 7.4 per cent 
previously. The manufacturing sector was slightly better 
at 8 per cent growth, compared with 13 per cent in 1995-96, 
according to figures published by the Central Statistical 
Organisation. 

Meanwhile, Mr I K Gpjral. India’s prime minister, has 
set up a high powered cabinet team to boost exports, an 
indication of the government’s increasing concern over 
poor export performance. Last year there was a 
significant slowdown in exports growth to 4.01 per cent, 
compared with more than 21 per cent growth in the 
previous year. Khazem Merchant. New Delhi 

Emerging Markets: Farther growth for Bombay. Page 26 

Taiwanese protest on China 

Seventy thousand Taiwanese took to the streets in 
weekend demonstrations against a Hong Kong-style union 
with China, but only around 100 people turned up at a 
rally in support of reunification. 

Billed as a “Say No to China” rally, Saturday’s protest 
was the biggest public demonstration in Taiwan for five 
years. Veteran independence activists led the crowd in 
chanting “Taiwan is Taiwan, China is China!" 

Beijing, which has viewed Nationalist-ruled Taiwan as a 
rebel province since a 1949 civQ war split, has vowed to 
attack if Taipei stops advocating reunion and pursues 
independence. The pro-reunification march was shunned 
even by leaders of Taiwan’s largest pro-unification party, 
the New Party, which along with the other leading parties 
has vetoed the “Hong Kong model". Taiwan's ruling 
Nationalist party says it wants to unite with China, but 
only alter Beijing’s Communist party agrees to adopt 
political reforms. Laura Tyson. Taipei 

Bangkok investors urge action 

Bangkok-based investors want the authorities to spell out 
urgently how they intend to bring the financial sector , 
back to health. 

Last week's suspension of 16 ailing finance houses has 
been generally welcomed as a sign that regulators have 
accepted that painful surgery may be necessary to 
staunch the spreading bad debt crisis. The 16 finance 
houses, from a total of 91 non-bank lenders, must come up 
with plans to merge with healthier entities within a 
fortnight - or be faced with forced takeovers and the loss 
of their licences. But confusion remains over how the 
crisis will pan out over the next few critical weeks. “If 
they don’t give us some more detail, then people will 
think they're making policy on the hoof and confidence 
will continue to drain away." said one Thai stockbroker. 

One tear is that a second round of mergers may quickly 
become necessary. A central bank spokesmen said | 

yesterday finance houses would be cajoled into reducing j 
deposit rates nearer to commercial bank rates. This will 
ease non-bank lenders’ cost pressures but make depositor ! 
withdrawals more likely. William Barnes. Bangkok 

NLD denies foreign help 

Burma's opposition National League for Democracy 
(NLDl yesterday denied charges by the ruling military 
junta that the NLD had accepted foreign financial 
assistance. “The NLD does not accept foreign financial 
assistance on principle." said the party's vice-chairman, 

Mr U Kyi Mating. The NLD and its leader. Ms Aung San 
Suu Kyi. had been offered foreign funding in the past but 
had turned it down as large amounts of money were not 
needed to maintain the party, he said. 

Secretary One, Lieutenant General Khin Nyunt, of the 
ruling State Law and Order Restoration Council (Slorc) 
said on Friday that the NLD had accepted $85,200 from 
two covert US agents earlier this year. The US. which 
imposed economic sanctions on Burma in June, has 
denied its agents were involved. Reuter, Rangoon 
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Vietcombank seeks to quell debt fears 


By Jeremy Grant in Hanoi 

Vietnam's biggest bank, 
Vietcombank, has reassured for- 
eign bankers that its recent failure' 
to pay short-term trade debts was. 
simply due to kinks in the legal 
system, and that the country’s bal- 
ance of payments is improving. 

Confidence in the financial sys- 
tem was hit last week after revela- 
tions that Vietcombank, a quasi- 
soverelgn risk, had not paid a 
series of short-term trade debts 
owed to foreign banks. 

Vietcombank told bankers it 
could not pay because domestic 
hanki ng rules prevented it from 
doing so as its clients were in diffi- 


culty - despite international con- 
ventions saying this is irrelevant 
to bank-to-bank deals. 

However. Mr Vu Viet Ngoan. 
deputy director general, said: 
"Vietnamese laws do not take pre- 
cedence over international conven- 
tions. We never had any intention 
to place them higher. We never 
refuse to pay foreign banks.” 

He conceded that Vietcombank 
had missed payments of about $5m 
under letters of credit owed to 
“several" banks and that the bank 
had asked for more time. 

The root of the problem was lack 
of clarity in a regulation on guar- 
antees. issued by the central bank 
governor in 1995. “The Vietnamese 


legal' system is not yet complete 
and I think our clients and [for- 
eign] investors understand this and 
have sympathy with us,” Mr 
Ngoan said. 

He strongly denied that Vietcom- 
bank had acted on the instructions 
on the finance ministry, as earlier 
reports had said. 

However, bankers still question 
why Vietcombank - which most 
agree has the funds to be able to 
pay - had chosen not to pay. In 
defiance of international hanking 
conventions. The case highlights 
the contradiction between Viet- 
nam's ambitions to be a player In 
International financial markets 
and slow progress on improving its 


often dysfunctional legal system. 

The World Bank and the Asian 
Development Bank (ADB) have 
called for a radical overhaul of 
Vietnam’s banking system. But a 
landmark banking law was unex- 
pectedly shelved by .the country’s 
parliament this year. 

A $49 m World Bank funded 
banking reform scheme Is a year 
behind schedule and a <imiiar ADB 
programme is also looking shaky. 

A second, $45m tranche of ADB 
funding for its programme is due 
for release early next year. That 
depends on Hanoi finally adopting 
the new banking law, and introduc- 
ing rules on bills of exchange and 
collateral by early next year. 


Diplomats say some movement 
on this could come later this year 
once a new government team is in 
place. But one ADB official said: 
“At the moment we are far from 
having those conditions met." 

Vietcom bank's troubles coincide 
with worries over the country^ for- 
eign exchange reserve position, 
which economists say Is fragile at 
about $L7bn. 

However. Mr Ngoan said the gov- 
ernment expected foreign Invest- 
ment and official development 
assistance inflows to add (500m to 
reserves by the end of this year. 
“The trade deficit has fallen. The 
overall balance of payments is posi- 
tive." 


Philippines braced for forex confrontation 


By Justin Marozzi in Manila 

The Philippines is bracing 
itself for a confrontation 
with foreign exchange specu- 
lators. as analysts fear a 
spill-over effect from neigh- 
bouring Thailand may trig- 
ger a run on (he peso. 

The peso, which after two 
volatile years emerged as 
one of the most stable cur- 
rencies in the region in 1996, 
is now considered a potential 
“soft" target after the Thai 
bahL 

“What the central bank 


does now with regard to the 
currency is one of the most 
crucial thing s In the whole 
economic management of 
the Philippines,” said Mr 
Matthew Sutherland, head of 
research at Asia Equity. 

“What we’d like to see is 
more volatility and deprecia- 
tion because this will dis- 
courage the massive over- 
seas borrowing by those 
who think the currency 
is pegged and carries no for- 
eign exchange risk." he 
said. 

According to a report by 


stockbroker W. I. Carr, the 
banking sector's foreign 
exchange liabilities surged 
from $4-2bn in 1992 to $&6bn 
in 1996. 

“With the Increased expo- 
sure of the banking Systran, 
it is increasingly becoming 
unattractive for the Central 
bank to depreciate the cur- 
rency in favour of. a trade 
competitiveness objective," 
the report concludes. 

Mr Amando Tetangco, the 
newly appointed head of 
research and treasury at the 
central h ank, argues that he 


is under no pressure to 
devalue the peso to enhance 
export competitiveness. 

In 1996 and 1997, he says, 
the country was the region's 
export leader. ; 

“The position of exports 
does not indicate our 
exchange rate is overval- 
ued," he says. 

Mr Tetangco also, high- 
lights recent moves by the 
central hank to limit banks’ 
exposure to the property 
market to 20 per cent, and 
force them to keep 30 per 
cent of their foreign 


exchange cover in liquid 
assqts. The Philippines has 
been in this position before 
and emerged slightly bruised 
but in good health. 

In 1995. it was regarded by 
man y as the country most 
likely to repeat the Mexican 
financial crisis. 

That time, with increased 
interest rates and a 7 per 
cent devaluation of the peso, 
the central bank weathered 
the storm of sharp capital 
flow reversals. 

But the Thai spectre has 
already cast its shadow over 


Manila’s property market 
and hit property stocks this 
year. 

“It is a factor that can 
have an impact on the Phi- 
lippines,. Malaysia and 
Indonesia," admits Mr 
Tetangco. 

“It's external . -to each of 
ttiom . but in the end I think 
it is crucial for a country to 
maintain stable macro-eco- 
nomic conditions. So far, 
we’re comfortable with the 
way monetary and fiscal pol- 
icy is being carried out.” 
he added. 
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NEWS: HONG KONG HANDOVER 


China and UK look for an end to the fireworks 


By Richard Lambert; Peter Montagnon, 
and John Rkkfing In Hong Kong 

New cliches have begun to Cow thick 
and East in Hong Kong. The handover 
to fihlna at midnig ht tonight, it Is said 
at countless parties and ceremonies, 
marks a beginning and not an end for 
Britain's relationship with China. 

Even Mr Robin Cook Britain's elo- 
quent new foreign secretary, a man not 
given to commonplace utterances, has 
coined a new catchphrase with hie 
description of the territory as “a bridge 
not a barrier" to mainland China. 

But there is no doubt that he is seri- 
ous what he says Britain is keen for a 
fhesh start when the ceremonies and 
fireworks are over. The new Labour 
government attaches importance to its 
relationship with a country destined to 
become a leading power in the Pacific, 
the “fulcrum" of the world economy in 
the next century, he said in an inter- 
view on the eve of the handover. 

The extent to which the two can 
forge a new relationship depends on 


China fulfilling its commitments to 
maintain freedoms in Hong Kang and 
on the territory continuing to thrive, 
he adds. If those conditions are met. 
Britain’s association' with Hong Kong 
ought to give it a particular advantage. 

“For the foreseeable future, possibly 
for the SO years that the [Sino-Britishl 
joint declaration remains legally in 
force, Hong Kong will be both at the 
centre of our relations with China and 
will be our gateway and access to 
China. Potentially this actually gives 

us quite an important standing start 
over other competitor nations." 

In stark contrast to Mr Chris Patten, 
the outgoing governor, the foreign sec- 
retary admits that British business 
interests suffered as a result of the 
bilateral arguments in the run-up to 
the handover. “Relations with China 
have been strained, and that has had 
an economic consequence," he says. 
“My impression is that Beijing is just 
as anxious for a fresh start as is 
Britain, and that they recognise the 
importance of Britain both as a trading 



Hong Kong is Asa’s most dynamic financial and trading 
centre. As it prepares to revert to China tonight, FT 
correspondents examine the business and pofitical 
implications 



nation and as a European power.” 

Britain's continuing involvement In 
Hong Kong will give it “a valuable 
inside track,” be says. Admittedly, in 
the short run its economic Interest is 
focused more strongly on Hong Kong, 
which takes three times as many UK 
exports as the mainland and has 10 
times as much UK foreign investment. 

Yet the border crossings between 
Hong Kong and the Chinese mainland 
are the busiest anywhere in the world, 
except for those between Mexico and 
the US. he says. That traffic will grow, 
making Hong Kong an “immense 
springboard" into the Chinese econ- 
omy, as long as China also keeps to its 
obligations to Hong Kong under the 
Sino- British declaration. 

With hindsight, Mr Cook says Britain 


ought to have given Hong Kong democ- 
racy before, rather than after it negoti- 
ated the terms of the handover with 
China. But the main focus now is to get 
across to Beijing the vital need for it to 
live up to its commitment to boid elec- 
tions in the territory. 

He believes the elections will be held 
by next May as the Incoming adminis- 
tration has promised, but they must 
also be free and fair. They will be 
Judged by how representative the out- 
come is. 

“It would have to be a pretty' unfair’ 
system that prevented the Democratic' 
party from being represented in any 
Legislative Council because they are 
the single largest party." Mr Martin 
Lee, the popular Democrat politician, 
will always be welcome In London 


Whether he has a seat in LegCo or not, 
he adds. 

Mr Cook is dismissive of those who 
saw a sign of impotence in Britain's 
failure to generate broad international 
support for its boycott of the swear- 
ing-in of China's appointed legislature. 

The communiques from both the 
Denver summit of leading industrial 
n ations and from the European Union 
summit in Amsterdam contain tough 
language on Hong Kong elections. 

“I don't think China should under- 
rate the importance that the interna- 
tional community attaches to that as 
the first test of China's discharge of Its 
obligations under the joint declara- 
tion," he says. 

Britain will continue to raise human 
rights issues with China, although, in 
the’ particular Context of toe 'handover. , 
ceremonies.' discussion Will focus on 
Hong Kong. The prime minister. Mr 
Tony Blair, will have substantive dis- 
cussions with China's President Jiang 
Zemin today, stressing the importance 
Britain attaches to the election issue. 


Their meeting trill not be just a “get- 
ting-to-know-you" session and may lay 
the groundwork for the UK leader to 
visit China. “We would hope that Mr 
Blair would be returning to this part of 
the world in the near future and would 
visit Beijing then," Mr Cook says. 

Whatever the case, plain talking jg 
likely to continue. Mr Cook says that if 
France was seeking commercial advan- 
tage by its recent softer stand on Chi- 
na’s human rights, then it failed. Presi- 
dent Jacques Chirac only got an order 
for 30 Airbus aircraft, rather less than 
he wanted, be says. 

Then there is the issue of principle. 
“I have no patience with this idea that 
we should all stifle perfectly legitimate 
and considered points of view about 
Chinese -political structures simply in 
top ; hope that they might reward us by 
throwing us a few extra contracts. It 
seems an extraordinarily short-sighted 
perspective, and also one that is flatly 
and totally in contradiction with the 
global thrust towards liberalisation of 
trade.” 


Jiang seeks 
a boost for 
his leadership 


Hong Kong: end of an era 



P resident Jiang 
Zemin's path to aspir- 
ing world statesman 
has been difficult, but his 
appearance tonight at Hong 
Kong’s handover celebra- 
tions will provide a unique 
platform in front of a televi- 
sion audience of millions, at 
borne and abroad. 

The occasion's importance 
for Mr Jiang could hardly be 
overstated, both for his 
domestic standing at a criti- 
cal moment politically and 
on the broader world stage. 

Mr Shi Min, head of the 
Asia Pacific Studies research 
centre at State Council, or 
cabinet, says: “Hong Kong’s 
return to China is a world 
event. .. President Jiang’s 
attendance shows that he 
himself and the government 
attach great importance to 
Hong Kong and its future 
prosperity and stability." 

Chinese officials are reluc- 
tant to comment on the 
domestic implications, but 
Mr Jiang. 70, will be anxious 
to use the handover to bol- 
ster his political standing in 
the lead-up to the 15th Com- 
munist party congress due 
In mid-September. 

The Hong Kong transfer 
comes at the beginning of a 
critical six months for Mr 
Jiang during which he will 
have the opportunity to 
define his leadership and 
strengthen control over 
party and state institutions. 

His appearance In Hong 
Kong will be followed by an 
intense period of behind-the- 
scenes manoeuvring for the 
party congress, marked by 
July-August consultations 
among the top leadership at 
Beidaihe, a beach resort east 
of Beijing. It is at Beidaihe 
where personnel and policy 
Issues will be thrashed out 
Mr Jiang may be first 
among equals in the post- 
Deng Xiaoping collective 
leadership, but he is sur- 
rounded by powerful figures 
who are not necessarily 
inclined to yield to his 
wishes. A successful Hong 
Kong handover would, how- 
ever, firm his hand. 

A western ambassador In 
Beijing warned that while 
there would be rewards for 
Mr Jiang in the Hong Kong 
celebrations there were also 
risks, especially if the occa- 


sion is marred by unpleasant 
demonstrations and an over- 
reaction by security forces. 

Not only would such a 
development reflect badly on 
Mr Jiang domestically, it 
would also cast a pall over 
an active international 
schedule this year, inrfuritng 
a visit to the US in October 
for a long-awaited summit 
with President Bin Clinton. 

Lingering criticism of 
China over its crackdown on 
pro-democracy demonstra- 
tors in 1989 continues to ruf- 
fle relations with other coun- 
tries. The Tiananmen 
episode complicates Mr 
Jiang’s efforts to secure 
acceptance internationally. 

A successful handover 
would help further to neu- 
tralise negative fallout from 
Tiananmen. As Mr Tang 
Guanghui of the China Insti- 
tute for Contemporary Inter- 
national Relations says: 
“This is also the be ginning - 
or re-establishing trust for 
China and the Communist 
party in the world." 

Mr Jiang is due to address 
a joint meeting in Hong 
Kong in September of the 
International Monetary 
Fund and World Bank, and 
in November he is to go to 
Vancouver for a session of 
the Asia Pacific Economic 
Co-operation CApec) forum. 

China's propaganda 
machine has accelerated 
efforts in the wake of Mr 
Deng's death in February to 
project Mr Jiang as the dom- 
inant leader in preparation 
for the party congress. 

In its efforts to bolster him 
the official media has been 
giving prominence to a 
speech on May 29 to a 
graduating class from the 
central party school in Bei- 
jing. The address, which 
stressed continuing eco- 
nomic reforms, is seen as a 
“dress rehearsal’’ for the 
congress. 

The 15th congress will he 
the first since China 
launched its economic 
reforms in 1978 to be held 
without Mr Deng’s guiding 
hand. It will be a watershed 
between the “second genera- 
tion" of Chinese leaders and 
the “third generation" repre- 
sented by Mr Jiang. 

Tony Walker 
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Business players weigh rules of the game 


T he time-chart 
sketdied by Sir Gor- 
don Wu, managing 
director of Hopewell Hold- 
ings, breaks down Into three 
sections. “That was when 
the British Hangs were dom- 
inant. Then, from the 1970s, 
there are the local Hong 
Kong Chinese. And now we 
have the red-chips." he says. 

The advent of the red- 
chips - mainland-hacked 
enterprises - is one clear 
upheaval in Hong Kong's 
corporate landscape as it 
prepares to return to China. 
Mainland-backed companies 
such as Citic Pacific and 
China Everbright have 
established themselves as 
influential deal-makers, tak- 
ing stakes in strategic indus- 
tries. But what else will 
change, and will the playing 
field be tilted towards 
China? For a city based cm 
business, the answers matter 


far beyond the boardroom. 

For Sir Gordon, and for 
many others, neither new 
arrivals from the mainland 
nor the transfer of sover- 
eignty are to be feared. “We 
copied America and created 
a huge corporate melting 
pot," he says. “Anyone can 
come and register a com- 
pany and make billions. And 
that won’t change." 

Mr Peter Sutcb. chairman 
of Swire Pacific, one of the 
territory's founding trading 
Hongs, dismisses p|nrr>iB the 
boot will now be on the other 
foot “2 get quite irritated 
about this image that we 
used to have the key to the 
back door of government 
house. . . and I am confident 
business will continue with 
transparency and fairness.” 

Such confidence does not 
come without conditions, 
nor a string of deals to 
accommodate the transfer to 


sovereignty. The clearest 
example is Swire's partner- 
ship with Citic Pacific, 
which has seen the main- 
land-backed group take a 25 
per cent stake in Cathay 
Pacific, the territory’s de 
facto flag carrier. 

More recently. Cable & 
Wireless this month sold a 
strategic shareholding in 
Hongkong Telecom to Chi- 
na's main telecoms group. 
Mr Richard Brown, C&W 
chief executive, said there 
was' no political pressure to 
reach a deal. But it would 
not have happened without 
the transfer of sovereignty. 

Beyond these formal alli- 
ances, the Hong Kong Chi- 
nese tycoons have been join- 
ing up with mainland-hacked 
businesses in everything 
from property to infrastruc- 
ture. Even Jardines, once 
branded a “black sheep" of 
business for supporting dem- 


ocratic reforms in the terri- 
tory, has been welcomed 
back to the fold in a sym- 
bolic meeting at Beijing's 
Zhongnanhai leadership 
compound last month. 

But. these are early days 
for file new balance of cor^ 
porate power. One concern is 
that after -the sensitive 
period of the handover is out 
of the way. deals may come 
unstuck. “Once the sharks 
have smelt blood they will 
come back for more,” warns 
one fond manager. 

• A more serious worry is 
that business will become 
less transparent and that 
commercial success will 
depend increasingly on con- 
tacts. Hong Kong's market 
regulators are investigating 
several red-chips following 
unexplained share price 
movements. Although gener- 
ally optimistic, Mr Hideaki 
Ueda, Japan’s consul gen- 


eral., predicts a “China-isa- 
tion" of Hong Kong busi- 
ness. in which emphasis is 
placed on relationships. 

Across the community, 
corruption Is viewed as the 
main threat.. “People here 
remember corruption in the 
1970s and know how serious 
.the. problem now is in 
China," says Mr Michael de 
Golyer. head of the transi- 
tion project at Baptist Uni- 
versity. He points to an addi- 
tional risk of political 
correctness creeping into 
business, and the danger 
that corporate leaders could 
turn- to Bejjjng for decisions. - 

There have been worrying 
precedents - telecom groups 
lobbied Beijing over mobile 
telecom franchises last year. 
But so far the cases are lim- 
ited. “I think -many business 
fears for Hong Kong have 
been exaggerated," says Mr 
Sutch. “Everyone is. looking 


at what could theoretically 
go wrong without looking at 
the track record." 

Whether that record 
remains on track will 
depend as much on Hong 
Kong as on China's commit- 
ment to autonomy for the 
territory. “The crucial factor 
is for those In Hong Kong to 
Insist that deals can only be 
done on a commercial 
basis." says Mr Larry Yung, 
chairman of Citic Pacific. 
“One country, two systems 
has to be protected and 
upheld by both sides." 

New players such as Citic 
Pacific will themselves play 
a vital role in business pros- 
pects. and not just because 
of the investments they 
make. If red-chips can suc- 
ceed in playing by the rules, 
then the rules are more 
likely to remain intact 

John Ridding 
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From Government House to the 
territory's Taipans, Hong Kong 
has always been governed by 
elites. That at least will remain 
unchanged with the territory's 
return to China. 

Amid the diplomatic disputes 
of the handover process, there 
has been a much smoother 
exchange of business and politi- 
cal leaders. Long before the low- 
ering of the British flag, a new 


team has been positioning itself 
for post-handover power. 

Mr Tung Chee-hwa. the ship- 
ping tycoon who will bead the 
administration, has surrounded 
himself with advisers drawn 
largely from corporate circles. 
They are pro-business, generally 
pro-China and keen to sharpen 
Hong Kong’s competitive edge. 

“We have been too preoccupied 
with politics." says Mr Henry 


Tang, chairman of the Hong 
Kang Federation of Industries, a 
member of Mr Tung's advisory 
Executive Council, and typical of 
the businessmen who have risen 
to prominence in the incoming 
administration. 

Mr Tang talks of the need to 
focus on long-term economic 
issues and bolster the role of 
industry. He supports the strong 
executive style of government 


advocated by Mr Tung. “Now is a 
good time to have a fresh look at 
all areas of policy,” he says. 

Even before taking office, Mr 
Tung has been preparing for 
swift action. He has appointed 
task farces to examine policies 
for education and for housing, 
one of the most serious problems 
feeing the territory. 

These task forces are to be 
headed by Mr Antony Leung, 


managing director of Chase Man- 
hattan in Hong Kong, and Mr 
Leung Chun-ying, a property sur- 
veyor with strong mainland con- 
tacts. Mr Tang, meanwhile, is 
examining the merits of 
increased government support 
for manufacturing. 

Mr Tung's brisk initiatives 
have won plaudits. But the style 
of government he favours has 
also raised concerns. 


Most immediately, the creation 
of policy task forces risks under- 
mining the top ranks of the dvfl 
sendee, which has traditionally 
been responsible for policy for- 
mation. A broader concern is the 
potential for conflicts of interest 
arising from a business-led execu- 
tive. 

Mr Michael DeGolyer, head of 
toe transition project at Baptist 
University, is blunter. “There are 


real worries that a group of insid- 
ers and those with connections 
will be able to carve up busi- 
ness." he says. “Any suggestion 
of impropriety could be explo- 
sive." 

The new elite dismisses such 
concerns, pointing to the tradi- 
tional role of business leaders in 
government policy- making 

John Ridding 
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To the customers of Compaq and Tandem: 


Every revolution needs a leaden 


' In corporate computing today, there is a revolution in full swing: an overwhelming movement 
to open standards- based computing. On June 23, Compaq and Tandem agreed to a combination, 
which if completed, will create a new leader of that revolution. 

Compaq, the world leader in personal computers and PC servers, has agreed to merge with 
Tandem, the unquestioned leader in NonStop® transaction -intensive systems. With Tandem, Compaq 
will become a leader in enterprise computing solutions. 

Together, we will offer the most comprehensive array of products and solutions in the industry, 
from hand-held communications devices to the NonStop Himalaya® range of massively parallel 
commercial systems, all backed with world class service and support. 

Even more important, this capability will be built upon an unmatched philosophy in the 
computer industry: a 100% commitment to driving towards open standards by accelerating 
the adoption of Windows NT® in the enterprise. 

Open standards provide you with the widest possible choice of solutions, at ever lower cost. 
And now, our joint effort should remove the last lingering doubts that open systems can deliver 
raw power, total scalability, and unrivalled reliability. 

• • Today, over a million Compaq servers form the backbone of enterprise computing systems 
around the world. Tandem, through its NonStop Himalaya and Windows NT products, handles 
90% of the worlds stock trades, 80% of all ATM transactions, 66% of all credit card validations, 
and two out of three emergency services phone calls. 

Tandem NonStop Himalaya technologies - ServerNet® and NonStop software - currently 
are available as open standard products in the NT domain. The combination of Tandem and 
Compaq will accelerate the movement to open systems in the enterprise. 

If the combination is completed, Tandem will continue to operate as an autonomous 
operation, and we will fully leverage each others skills. Meanwhile, the customers, employees, 
and business partners of each company can rest assured that we remain committed to the 
technologies, solutions, channels and people that have driven our success. 

So, if you want to know where the future of enterprise computing is going, look to where 
the leader of the PC revolution is taking it. 

COMPAQ. ^TANDEM 



The combination is subfod to OpfXOvol of Tandem s sbnehoidw*. rgguiottty Cppre-d ond afar customary con&ons. The comnuricotion is nerfher an offer of securities. nor a solieHoton at a proxy. Any such offer * solicitation will only be mode in compliance wuh applicable securities law 
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Decision 
to quit 
UN body 
reversed 


UK 


British Airways threatens to sack strikers 


By Robert Taylor, 

Employment Editor 

British Airways says it will 
dismiss and sue cabin crew and 
ground staff if they take strike 
action in July in what threatens 
to be the Labour government's 
first serious industrial confronta- 
tion. 

Leaders of the TGWU general 
union are confident the majority 
of their EU30G ground staff mem- 
bers have backed a call for indus- 
trial action in a secret ballot The 


result will be announced today by 
the union, and it follows over- 
whelming support for a strike 
taken by TGWU cabin crew mem- 
bers last week. 

Mr Bob Ay ling, BA's chief exec- 
utive, who cancelled a planned 
trip to Hong Kong’s handover cer- 
emony at the weekend is mobili- 
sing his senior managers for a 
counter-offensive. 

He believes the TGWU has 
become a serious threat to the 
company’s efforts to improve busi- 
ness performance. 


New staff have been recruited 
and are being trained to replace 
those who strike. Observers 
believe enough staff may be able 
to provide some service on short- 
haul flights from London's Heath- 
row airport to European and 
domestic destinations. 

But they doubt whether BA 
would be able to ensure adequate 
ground staff operations to defy a 
strike. “The danger is of a long, 
bitter dispute," said one senior 
union official last night. 

Mr BiD Morris, TGWU general 


secretary, appears to be adopting 
a high-profile position- He has 
already accused Mr Ayliog and 
his colleagues of behaving like 
19th century factory owners in the 
way they have treated their Staff- 
Union officials representing the 
cabin crew meet today to discuss 
their strike plans. 

The TGWU cabin crew are 
opposed to the way BA has 
imposed a package of changes 
without negotiation. The break- 
away union Cabin Crew 69, which 
claims to represent a quarter of 


the xirllnt* cabin staff with a large 
lu onfry r on long-haul routes out- 
side Europe, has voted to accept 
BA's proposals. 

TGWU ground staff are involved 
in a separate dispute concerned 
with BA’s derision to contract out 
its catering services. The union 
fears this could mark the start of 
a restructuring which would 
involve hiving off many of the 
company's operations to private 
contractors. 

Senior managers were given 

written instructions over the past 


few days to warn staff they have 
“no legal protection" from civil 
action in the courts. 

“You could be dismissed and 
you could be sued by BA for dam- 
ages as a result of the losses 
incurred”, said BA in a letter to 
staff 

Staff are being told they will 
lose staff travel concessions, pen- 
sion pntfttani m ita and the Option 
of early retirement or voluntary 
redundancy. 

“The company expects you to 
cross the picket line.” said BA 


Mobile phone 
base station 
for Heathrow 


Fans throng to 
rain-hit tennis 



Tax incentives for investment expected 


By Alan Cane 

Vodafone, the UK’s largest 
mobile phone operator, has 
placed a base station Inside 
Terminal Four at London’s 
Heathrow Airport allowing 
users to make and receive 
phrma pails inside the termi- 
nal building. 

The battle to provide more 
coverage indoors - including 
in the tunnels of London 
Underground - is pitching 
operators into a race to site 
receivers and transmitters in 
public buildings. 

Vodafone, which has 2£m 
customers, has placed rdn<» 
flrtfantore inside the Termi- 
nal Four building linked to a 
high-capacity digital radio 
base station within the 
building. 

The company is planning 
similar mobile coverage 
inside railway stations, 
sporting arenas and the Lon- 
don Underground. 

GeSnet the second largest 
operator, says it has 
installed in-building cover- 
age for a number of corpo- 
rate customers including 
NatWest Bank's Bishopsgate 
building in the City of Lon- 
don and Nomura's offices 
near St Paul’s Cathedral. 


It is planning to install 
transmitters operating on 
the two most popular mobile 
frequencies at Heathrow air- 
port and in the yet-to-be- 
constructed Millennium 
Dome at Greenwich, south- 
east London. 

Mr David Charming Wil- 
liams, Vodafone's manag in g 
director, said airport termi- 
nals were a special challenge 
for mobile operators because 
of the high numbers of users 
in a confined space gn ^ the 
awkward geometry. 

Vodafone is planning simi- 
lar installations in Heath- 
row’s other terminals. 

Orange, the youngest of 
the UK's mobile operators 
has a different technological 
approach using electronic 
“enhancers” outside build- 
ings and a “leaky” cable 
which trails inside the build- 
ing receiving and transmit- 
ting radio signals. One-2-Ooe 
is experimenting with In- 
building stations but h m yet 
to install any. 

Vodafone and Cellnet 
claim their networks cover 
more than 96 per cent of the 
UK population. Orange 
expects to reach that level 
by the end of this year. One- 
3-One covers 85 per cent 


Tens of thousands of people 
waited in a muddy field 
yesterday for the rare 
chance to buy tickets for the 
Wimbledon tennis 
tournament on a 
Hrst-«nna-ftret-served basis, 
Michael Peel writes. Police 
estimated there were more 
fans than tickets - 27,600 
were available. 

The diehards began 
queueing in heavy rain on 
Saturday. First in the queue 
to see whether Urn Henman 
(right) and his colleagues 
could prolong British 
involvement in the 
two-week tournament was 


By James Bfftz 
and Robert Peston 

Mr Gordon Brown, the 
chancellor of the exchequer, 
is this week expected to 
announce substantial new 
tax incentives for capital 
investment by UK compa- 
nies in what should be one 
of tile central planks of his 
first Budget 

As part of a package of 
measures designed to 
increase corporate invest- 
ment - with a central ele- 
ment of the abolition of the 


the Brackett family. It was 
the 11th time Ms Wipt| » |i ‘ 
Brackett, a melee of red, 
white and blue garments, 
had queued overnight for 
tickets. “Tve been cheering 
the Brit* for years but it’s a 
bonus they’re doing so well 
this year,” she said. 

Yesterday's play was 
arranged to clear a fi xtur e 
backlog caused by bad 
weather last week. 

The mainly British crowd 
spelled trouble to the 
stallholders. Mr Danny 
Spalding said: “English 
people don’t spend as much 
money. They are tight." 


20 per cent tar credit on divi- 
dend payments - Mr Brown 

is planning tO ann o unc e a 

range of incentives to help 
companies purchase capital 
goods. 

The chancellor Is expected 
to announce new incentives 
for companies buying plant 
and machinery with a 
medium-term life expec- 
tancy, a move that would 
identify his first Budget with 
calls for greater investment 

At present any company 
purchasing plant and 
machinery of medium-term 


durability can claim 25 per 
cent of the value of the pur- 
chase against its tax bill 
each year. One option under 
consideration is to accelerate 
the rate at which plant 
machinery can be written 
off 

He is also likely to 
announce a partial reversal 
of the recent redaction in 
tax allowances for large 
companies investing in "long 
life” machinery and equip- 
ment - such as ships and 
aeroplanes. 

Last November Mr Ken- 


neth Clarke used his final 
Budget as Conservative 
ofrancgtinr to signal a reduc- 
tion in allowances to “long 
life” capital investment from 
25 per cent to 6 per emit Mr 
Brown is expected to rein- 
state a part of that allow- 
ance this week. 

Elsewhere the chancellor 
is now almost certain to 
introduce a range of mea- 
sures aimpri at curbing the 
recent boom in the UK hous- 
ing market 

He is expected to 
announce a range of other 


measures to dampen down 
consumer spending, includ- 
ing increases in +hg duty on 
petrol, dtaspi an^ cigarettes. 

Mr Brown is expected to 
tell the Commons on 
Wednesday that Ms second 
Budget will probably be in 
the spring of 1998 - and that 
it is highly unlikely he will 
have recourse to one in 
November of this year. Trea- 
sury officiate are expected to 
warn, however, that this 
should not signal an immedi- 
ate return to the era of 
spring Budgets. 


By Liam HaEgan, 

Political Staff 

Britain is to remain a 
member of the United 
Nations Industrial Develop- 
ment Organisation, the gov- 
ernment will announce this 
week, reversing last year's 
decision by the Conserva- 
tives to leave the Vienna- 
based body at the end of 
1997. 

Ms Clare Short, interna- 
tional development secre- 
tary, will on Thursday 
announce that the UK will 
continue its £4.7m annual 
contribution to Unido, which 
provides financial support to 
developing countries. 

On Tuesday, Ms Short will 
fulfil the government's 
pledge to rejoin the United 
Nations Educational, Scien- 
tific and Cultural Organisa- 
tion, at a £10m annual con- 
tribution rate, 12 years after 
Britain quit alleging mis- 
management and corruption. 

Although the contribu- 
tions represent only a frac- 
tion of Britain’s £2.1bn 
annual aid budget, the 
announcements still be seen 
as a significant statement on 
Britain's desire to partici- 
pate in the operation of the 
United Nations. 

“The government believe 
rights and responsibilities lie 
at ihe heart of the interna- 
tional as well as the domes- 
tic agenda,” Ms Short will 
say. 

Following the US's with- 
drawal from Unido, Britain 
last December stated its 
intention to do the same, cit- 
ing inefficiency and over- 
manning. Britain’s proposed 
withdrawal was soon 
matched by Australia and 
Germany. 

Since 1983 Unido has shed 
a layer of senior manage- 
ment, reduced staff levels 
by more than 40 per cent 
arid cut spending by a quar- 
ter. 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Acres (No 1) Com. Mott Bkd fflN. 
651-52 Do. Class Ml Corn Mart. Bkd 
FHN. 2006 6190.00; Da Class M2 
Com. Mart. Bkd. FRN. 2006 £20047 
Acres (No 2} Ossa A MorL Bkd. FRN. 
2007 £155Jft Da Cferra Ml Com 
Man. Bkd. FRN. 2007 El 7a 35; Da 
Ctes M2 Com. Mart. Bkd. FRN. 2007 
6188.7B 

Aggregate Ms. 3-75% Cm. Ft 1325 k 
D a 72Sp Gonv. PI. 3-625p; Da 
1 135p Om. PL 2005 5325p 
AIM Dttrftwdan Tst 23Sp 
Alexanders HUgs. MM On. Pt 
&325p 
Alton *.7p 

ABed Darnecq 11«% Da 2009 65475 
AIM London Prop, to** Mart. DU. 
3025 £5.375 
AS Nippon Airways Y3 
Antofagasta Hldgs. 5% Cm. Pf. 23p 
Amotta IR7_2Sp; Oo 6* Cress Cm. 
IR247K Da 4% Db. «£2 
Asda Property HHga. 5Vi% Cony. Cm. 
2.SG2 Sk Da 9.125% Mott Db. 2020 
64.5625 

Avan Rubber 4.9% Cm. Pi. 2.45p 

Bampton Hldgs. £4.125 

Btoe Cireto tods. 7%% Cony. Cm. Pf. 

3.B12Sp 

BOC Grp. 4.55% Cm. Pf. 2^ 75« Oa 
24% Cm. 2nd. Pf. 1.4 k Oa 3 5% Cm. 
and. pit. t.rsp 

Brauns (T.F. & J.HJ HkJgs. S% Cm. Pf. 
2.5 p 

Brfdon Sto% Undsec. 2002/07 
£3.3125; Da 7%% Umec. 2002/07 
£3.875 

Bristol Water 3fe% Db. £1.75; Oa 4% 
Db. £2; Oa 4tt% Db. £2-125 
Britannia BJOa Soc. FRN. 1397 
Cl 70.51 

Brtarrtc Assurance S% 2.5p 
British Ae ro s pa ce 11*% BdS. 2008 
£538.75 

British Guiana 4% £2 

Bradon Estates 5% Cm. Pf. 0875p; 

Da 9.50% Mart. Db. 2026 64.75; Da 
10.75% Mart Ob. 2025 65.375; Da 
1125% Matt Db. 2023 65425 
Breadstoner KKtga. 6% 2. ip 
Brunner tovt Tst 5% Cm. Pf. £1.75 
Burford Grp. 8%% Mort Ob. 2019 
£4 £125 

Canadian Genera) IncsL CSO20 
Capital & Counties 9%% Mort Ob. 
2027 64.8375; Do 11%% Mort Db. 
2021 £5.825 

Capital Shopping Centres 6li% Sub. 

Com. Bds. 2006 3.59p 

Care FM Grp. 11£% Mort Ob. 2014 

£5.90 

Chamos 7% Cm. PL 245p 
Cheater Waterworks Ca 11%% Rd. 

Db. 199B/2000 ES307S 
City of Oxford tovet Tat 1.7p 
CKy Site Estates 7% Unsec. 2005/06 
0.50 

Close Brothers IMun Capita) Tst 3p 
Clydeport Operations 3% El 50; Oo. 
4% 62 

Coats Mona 4fc% Unset 3002/07 
£2-25. Oo. 6*% Unseb 2002/07 
Commercial Union WH Cm. 4.3750 
Co m mo n we alth Bank of Austratia lOyr. 
ExtendBtia FR. Cep. No. US5287.68 
CcnsoEdatad Coal 83% 4.631 p 
'ConbfrCyefceai InvsL Tst 2.75p 
Cookson Qrp. 7% 2ASp 
Cooperative Bank Sub. FRN. 2000 
□£125 

Gowns Consulting Grp. 1.56 k Da 2nd 
On. Cbm. Pf. 4p 

Gratia MB. 53% Cm. Pf. 235 k Oo. 

&6tt Cm. Pt.l3p 

Damn Inti. Finance Rred FRN. 2002 

US$7,500 

Dead Sea Works S% Ob. 2002 
MS&25 

Da Been Centenary Finance W»% 
QtdBds. 20204375? 

Debt 43% Cm. Pf. 2.1p; Da 315% 
On.Pt 1.575p 

Dancer* 535% Cm. Com. Rd Pf. 
3.1350 

Den Derate Bnfc Sub FRN. 2000 
USS2B535 

Dsvnark DQfldom eQ 13% 2005 
C&50 

Derby Tst 7%% Db. 1B99/2Q03 63.75 
□emfopment Sacs. 1196 Mart Db. 
2016 65.50 

Dgmgnt knnt. Tst 0.5p 
Dunedn Smafler Ca InvsL Tst 3p 
Erotbauns Water 113% Ob. 2005109 
£S£0rOa 1236% DO. 2004 C&35 
CuJ te nrfflc j i toreran ca Oftica &62S% 
43125p: Da 10% Om. 2nd. PI. 5p 


Edtotxxtfi towt. TeL 11$% Da 2014 . 
£5.75 

BS 5% Cm. PT. l.75p 

EMAP 5% Cm. Pf. 1.75p 

EMESS d25p Cbm. Cm. Pf. 3.125p 

Engelhard Oorp. US$0.09 

Estates & Agency HkJgs. 1135% Mart 

Da 2020 65.625 

Estates 6 General 1135% Mart. Db. 

2018 £5.625 

Eurarnaney P uri fica tion s I8p 
Grenada Brewery 5% Cm. Pf. 1.75p 
Ex-Land s Prope rti es 7)4% Com. 
Unsea 2020 63.75 
Export-Import Bark of Japan 9V4% 

Gut Bds 2000 U5S475 

RdeMy Specfcd Values LAraec Ln- 2001 

3R4178P 

Fimtoy (James} 43% Cm. 1st Pt 2.1 k 
D a 43% Cm. 2nd PL 2.1 k Da. 5% 
Cm. 2nd PI. 23p 
Ftevtflton 65% Cm. Pf. IR23675p 
Fatm Grp. 10% Cm. PL 5p 
Ftamtog Amerterei Imst Tst 5% On. 
PL 61.75; Da 7% Com. Uraaa 1999 
050 

Fleming Cfnrerfjouse tovst Tbt 11% 
Db. 2008 6530 

Fleming Continental Euopean tovst 
Tat 4 p 

Fotcstone & Dover Water Sendees 4% 
Db. £2; Oa 5% Da 62.5ft Da 11VM6 
Rd Da 2004 65.75 
Foreign & Cokmiei tovst Tst 1135% 
Db. 2014 £5325 

Fortnum & Mason 43 k Da 7% Cm. 
Pf.2.45p 

Frtoncfy Hotels 5% Om. Cm. Pt 2.5p 
T rognore Estates 1335% Mort Da 
200003 £8325 

FUterum tovst Tst (L7 k Oa 4. Ip 
Gartmore Shared Equity Tst 2A75p 
Gasket 5% Cm. Pt 1.75p 
Gteeson (MJ) 433p 
Qymwd toll 7%% Cm. Pf. 2.7125p 
Golden WatelRi3p 
Grampian Wdga. 7% Cm. Pf. 2.45p 
ttR. Holdings 103% 2nd Cm. Pf. 

535p 

Guardian MeOa Grp. 4% Cm. PL 1.4p 
HALOS 8K% Db. 2018 £4.1875 
Howtto435K Cm. Pf. 237Sp 
Henderson Electric & General Inrat 
Tst 10 . 1 % Dd 1 897/2002 6535 
Homer finance (No 3} Class A2 Mart. 
Bkd FRN. 2036 614634; Da Ctaas AS 
Mort Bkd. FRN. 2036 6175.10; Oa 
Mm Mort Bkd FRN. 2036 618036 
HirtJng 02% Cm. Pf. 21p 
IMI 5 »% Unsec. 2001438 £2.75 
BWESOO Enterprtoe Tst 7.1 25p 
JarrSne Beopean Motors FRN. Gtd 
Unsoc. 2000 62830 
KBrooi Bactrie £4.75 
Ktotowort Overseas tovst Tst 4% Cm. 
Pf. £2 

Kvaemar 7% Unsec oa 33 k Oa 
10%% Unsee. 2001/06 ES. 12 S 

Ladbrake Grp. Fto. 9% Conv. Cap. 

Bds. 2005 648 

UoydsTSB Op Pwp. FfBl £188.75 
London Part Hotels 10 'A% Mort. Db. 
2000A»6S3S 

HmnM Brans mags. 8%% Cm 
Pf.23875p 

Matey 11 %% Da 2009 E&0375 
Merirete Moot 10VM6 Mat ca 2020 
6535 

Mid Kant Wkner 4% Ax 62: Da 5% 

Da r? .sQ 

Mid Southern Water 3te% Da 61 .75: 
Do. 5% Da £2.50 
MBsutSsN Bearte Carp. Y5 
Molyneus Flnaics 8%% Mart. Da 

2019 54.125 

Muddwv (AA 33344k Oa 7% Cm. 
Pf. 2.45* Da HJ»% 1st Mort Da 
2014 65.75 

(Array Ml, Tst 4% Da 62 
Newton Chambers & Company 5% let 
Cm. Pf. l.75p 

NK. (S Sacs. InL Mart. BM. FRN. 

2036 £1293; Da Mezz Mort Bkd 
FRN. 2036 ClttLOe 
Mppcn Tde^apfi 6 Tatopnons Cora 
Y2300; Da 6% Nts. 2000 US860 
NorSc tovst Bank 5%% Ms. 1998 
US$562. SO 

Northern Rock Bldg. Soc. 12%% Pm. 
lntflS3.1» 

Northern Telecom USS0.15 
Nortfkmbften Water 3.75% Rd. ca 
3012 £1.575; Da 12% Rd Da 2005 
66 

OH EngMi Pub I3p 
Panna Food Gorp. Jm. Asset Bkd 
FRN. 2000 12.160560; Da Sen. Asset 
Bkd. FRN. 2000 USS1 .56333 
PaecustoGrp. TJS% Cm. Cm. Rd Pt 
3.7Sp 


PHards 9.5% Cm. Pf. 4-7Sp 
Ptantatkm A Genre tovst 9% Conv. 
Unaea Ln. 1999 £430 
PUVA CKU&.71; Da Global Dap. CKu 
1342 

Premier Hearth &p. 8% Conv. Rd 

Sea In . 2000 3p 

Quarto Grp. Conv. Cm. PI. 4375p 

Ouea nrt xarou^i Hldy. 03p 

Queens More Houses 12% 1st Mort 

Db. 2013 EB 

□ticks Grp. Sp 

Radio trust 2 p 

FLEA Hdg. 9% Cm. PI. 4 k Oa 12% 
Unsea Lit 2000 £8 
Record HUgs. 10% C»a Pf. 5p 
Regal Hotel Grp. Conv. 9% 1st Mort. 
oa 2006 6430 

Regia Property HkSgs. 841% Gtd 

Unsea In. 1987 £4375 

Ratal Carp. 6»% Cm. Pf. 2375k Da 

544% Cm. Pf. 2-01 25p 

rt ei mfullo n PlccadBtoHId^. O079p 

Rotstoson Brothers (Ryders Osar^ 

11%Cm.Pf.5.5p 

Rapner 113% Cm. Pf. 5.75p 

Rotorfc 4.75p 

Royal Bank of Canada FRN. 2005 
USS49.51 

Royal Braik of Scotland Grp. Non. Cm. 
Pf. USS0.70; Da Series C Nan-Cm. i 
Pf. USW39375 

Rugby Grp. 6% Unssa Ln. 1993/8 £3; 
Do. 7%% Unssa La 1983/8 63.875 
St Andrew Tst 5V,% Cm Pt. 61.8375 
Ssmmaor Owraess Hnanctng Ca 7% 
Gtd Com. Bds. 2004 US$350.0 
Saracen Vafua Tat G68p 
Savoy Hotel 4% 1st Mort Da 62 
Savoy 11180(10 4% Mart Da 62 
Schraders S*% Unsea La 1997/2002 
64.375 

Scottish Eastern tovst Tst 4Va% Cm. 
Pf. 61375 

Scottieh Mortsags & Tat SK-12% 
Slapped tot Db. 2028 SB 
Scottish National Tst 8% Cm. Pf. 2.1 p 
Sentoac Sea FRN. Y260384 
Severn RhrorCraeetog 6% tode* Uod 
Oa 2012 63.441 
ShN»n (Martin) 3p 
St&e Smarter Ca l.37fip 
SIMON Grp. 914% Da 1682/7 64325 
Sough Estates 1125% 1% Mort ca 
2019 68.1875; Da 12%% Unsea Ln. 
2009 66.1875 

Smwfit peffemD Grp. R2.7K Da 8% 

Cm. Pf. lR2J847p 

SpndaBy Shops 1.7p 

State Bank of New South Watoe 7% 

Bds. 1999 AS70 

Sumitomo Bank Capital MMa Gtd. 

FRN. 2003 US$81300 
SwnKomo Corp. 5N% Bds. 1999 
USS57300 

Sunderland Carp. 3% 61.6ft Da 4%% 
6235 

Sutcflffe S peata m m 9Vi% Rd Om. 
PL4.7SP 

D eedbenlt-Sparbanken Sverige Si*. 

FRN. 2002 US$343.15 

Temple Bv Invat Tst 9 %% Db. 2017 

643375 

Tendering Huridered Water Services 
4% Db. £2 

Ttemaa Asset Global Sacs. Ctesj Al 

FRN. 2037 6134232 

TMC Mort Secs. Nol Mort FRN. 8014 

nue 

TokyoAftsirtaM toll. 9 %K Sud NttL 
2001 US$9,125 
Tootef Grp. 4*% Ob. 62375 
Toetriba Corp. Y% 

Town Centre Secs. 8% Com. Unssa 
Ln. 1896/2000 64,475343 
Tayo Tst & Banking VU50 
Tianaport Dvr. Grp 4.7% Cm. Pf. 
238 k Da 814% Uttea lit 1993/B 
64.125 

TR C«y of London TbL 11 K% Ob. 

2014 65.75 

TR Tadmobgy 3393639 k Da Unte 
14.774538P 

Unrted Wngdom Property Ca 8%% 
Umea La 2000/05 £435 
Wtetfngeon 43% Cm. Pf. 2.1 k Da 
53% Cm. PL 2-Bp 
Watinoughs Htigs.) 8%« Cm. PL 
2006 4.12SP 

Warts Fargo & Ca Sub. FRN, 2000 
HgfrMWW 

West Kant Water 4% Db. G2 
msneya.73% Com. Cm Rd. 2nd Pf. 
2000 43Bp 

Wteon (CcrroBy) Htogs. 8% Cm. Pf. 
18 Pt. 23 r Da 103% Cm. 2nd PL 

S^p 

Wintnat 5.75% Com. Cm. pi. 2375p 
W otodey 3-3p 

W o lvmi iam ptBn & Duday Dre emri oa 


63p 

Wood (Arthar} & Son 716% Cm. Pf. 

2. 826p; Da FRN. 1997 £17132 
Yaeuda Tst Aato Pacific FRN. Fbcad 
Gtd A Bds. USS339S3S; Da FRN. 
Fbcad Gtd. B. Bds. 2004 US$3.14736; 
Da Amorttoed Cap. FRN. 2004 
USS 1,649.31 

■ TOMORROW 

Abacus Polar 2p 

Ailed London Reps l.i8p 

AMCOCbrp. 4p 

AMEC 23p 

AMVESCAP4p 

APV1.7p 

Austin Rsed43Sp 

Barbados (Govt off 13 %% Ln. 2015 

6.75p 

Barkwa I35p 

BAT. toda 17 Jk 25p 

Baxter Inti. US»3B25 

Baynes (Chartas) Com. Non-Cm. Pf. 

2Jp 

Beaufard 03p 
BeDway 2.7p 
Berisford 2p 

BICC 8Jk Da Cm. Conv. M. PL 43p 
armlngfiflm Corp. 2)6% 1926 £13St 
Da 3% 1847 Cl -50: Da 3% 1932 
Cl 3ft Da 3V6% 1946 61.75; Oo Gas 
ArmuVn 50 k Do Water Amultiaa SOp 
Btackbum Corp. 3%% El .75; Da 
Com. Da £2 
Back (A. fi aj fl.TSp 
Btoddays OOlp; Do. 6% Cm. Pf. I.OSp 
Blue Ctode tods. 9p 
Bodyctte toti. 43p 
Booker i&7p 

Boosey $ Howkas 5)6% Cm Rd. 18 

PL 1.925ff Oa 7% Cm. Pf. 2A5p 

Boivater USS030 

Soitnass Leisure 5p 

Bovrthorpe 636p 

Braka Bres73p 

Brfdon 6% Cm Pf. 1-OSp 

Bristol Water 4% Cons. Cto. 62; Da 

104% Rd. Da 200QU2 £530 

Brtttx IntL 2.75p 

British Aerospace Cm Com. Rd Pt 
3,B75p 

Broadc a stto Cm. Rd. PI. 4p 

Brock b ank Grp. 532p 

B naiel HUga. Com. Cm Rd PL 23p 

BruntcSRs Agsyegatas 03Sp 

Butonr (H- P J HteQs. 4.75k Da 8.75% 

Cm Pt. 4375p 

Bund 4.1p 

Bt atooao Port Grp. 16p 

Calgary $ Etin ont gn Rartway Oa 4% 

Cora. Cto. 2002 £2 

Camas 23p 

Cambridge Water 4% Cora. Ob. 62; 
Da 13% Rd. Da 2004 E530 
Canadian Pacific Rafiway Oa 4% 

Cora. Da £2 
Canting (WJ 4p 

Caprta) toda. Com. Rd 3001/05 4p 
Canton Coma Cm. Com. Pf. 33Sp 
CFSGrp. I.lp 
Charfas Bktosy 035p 
Octo Comma Ip 
C ia wmort Qatmeres S35p 

Coesal Corp. USto.10 

Coats Vtydta 5. Ip 

Cobban) 43% Cm Pt 2.1p 

Commercial Union 33% Cm. PL 1.75p 

Con c anefc 2.l5p 

Cooper ( Frederick O.BSp 

Cordtonl Ip 

G% Cam. Unssa La 2016 63 
Country Gardens 13 k Oq. 10% Cm 
Com. Rd.Pf.5p 

Cons Ewope 5S% Cm Pf. I325p 

Croda Inti. 835p 

Dentolo (S) 0.1 5p 

David Brown 5.75p 

Detta14Ap 

Denoora4jp 

DMtikst Grp. 33p 

EM# ©3 3.15% Cm Rd. Pf. 1376p 

Wbartoare Dock And SaBany Pf. Uttits 

£8305 

Ftomina Overseas tovst Tat 4)6% Db. 
6235 

Fo«te* 1318K Da Non-Vtg. 131 Bp 
Foreign & CcrtonM mnea Equity Tit 
13p 

Friwkfly Hatate 4%% Com. Cm Pf. 
2375 k Da 7% Conv. Cm PL 93 k 
D o. 11.12S% 1st Mort Db. 2015 
W w; 

Rtitor Sntith & Turner &83p 
Garttand Whaley & Barter l3p 
Gston Engtoearing5L8p 

Geest 4.7p 

Ganeor 6% Cm PL ROUfl 
WSdent 2235K Do. 

Cm hr. PI. 4,4375p 
General Coneofidated Invat Tst 


2.482p 

GET Grp. 03p 
Gtoves Grp. 0.7Sp 
Goktomttha Grp. 4.9p 
Goratt Orienrel tovst Tst a<7p 
Grom plra Tetovtaton 53fip 
GTE Corp US$0.47 - - 1 . 

Gusrdton Royal Exchoige B.8p 
Gutoneaa FBght Extra tocome Tat 
1.75 k Da IMIS 1.750 
Hamlet Grp 23p 

Hampton Tat 5tt% Cm. Com. Rd Pf. 
2.75 k Da 8% Corn. Lhasa Ln. 20BO 
£4 

H art lepool Water 5p 

HeavSres Brewery 3 k Do A Urn. Vtg. 

3P 

Henderson 31 3p 

Hemetson 7% Cm. Cam. PL 33p 

HBadmvn Mdga. 73p 

FrtOchi Credit Corp 7H% Ntp 1997 

US$7135 

House of Fraser 33p 
HorvGrp 1.4p 
Hurt Corp 3MW £1.75 
HirttoWiTeeh.i.8p 
ttwtoc* 135p 
ICC Benk lR8p 

Iceland Grp Com. Cm. Rd PL 2.75p 
BSngwortti (Morrtsl (Saftahe) 4 HM Cm 
Pf. 1375p 

hnperia) Tobacco &p 73p 
Inchape &3p 

toaphaJons Conv. Pf. 335p 

ITT tods. USS0L15 

Ivory & Store Enterprise Capital 13p 

Jachson Grp. 1Ap 

Jarvis Porter 5p 

JBAHIdgs. 4p 

Jenmrgi BrKhera3p 

JJB Sports 3p 

Johnson Grp Cleaners 3.75k Da 9% 
Cm. Pf. 3.150 

Ksnntog Motor Grp 7% Cm Pf. 2A5p 

Lambert Smith Haimfrton I3p 

Lament Nldgs. 9.15p 

Leeds Corp 2$% Rd. 1927 £135: Oa 

3% Da 1927 6130; Da 5% tod 

£230 

Leeds Grp 2-4p 

Leo 2 Class A2 Mot FRN. 2032 
£16634 

Uteshart 5% Cm. PL 1.75 k Da 9% 
Om. Com. Rd. Pf. 43p 
Lincoln Corp. 3% Rd 1919 6130 
Liverpool Carp. 2S% Rd 1823 6135; 
Do. 2*% Rd 1925 61.375 
Lowland tovrt. Ca 11%% DP 2010 
£5.625 

Lucas Vanty 235p 
Manchester Ship Cand Co. 3%% 1st 
Mort DP 61.75; Da 3%% Da 61.75; 
Oa 4% 2nd Mort Ob. £2 Oo. 4% Db. 
62 

Martin totL Hktga. D.85p 

Matrix Healthcare 3p 

McCarthy a Stone 036 k Da 8.76% 

CmRdPf. 2003 437Sp 

MOT 73k Oa S tocame 2 k Da itofts 

2b 

Mckac1mto&5o 

MEPC 1WN let Mort DP 2024 
£5375 

Merchant Rates Grp 5% Cm. Pf. 23ft 
Da B»* Unsee. Lit 19680004 
64375 

Mersey Docks & Harbare Ca 3U% 
tod O). 61 3125 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 

Bousteed 15-15 Brook's Mow, W. 
830 

Grampran Tslavtaterv TatevMcn 
Studka, Queen's Cmoa Aberdaea 
12.00 

JJB Sports. WrtgMnKan Cowtiiy 
CU> Hotel Moss Lane, Wrlghtington. 
IT. Wlgap 1130 

Ropoer, 5 SbMton Street, W„ 1230 
Sacuttes Ifet of Scotland, 9eMre 
Cout 20, Gtistfa Tonacs, Etin&rtgh, 
230 

U^arid bid Hie Baate Entoangp 35 
Si Mary Avenue. EC, 1230 
WPP &uhp, The Savoy Hotel The 
Strend. W.C, 12.00 
BOARD MSTMGS; 
fteic 

AppBed HotognpMcs, Batb Press 
Group. Pratviay , Cafcmrtwa ttoup 
Compco. HteCOxSstsct tasureot, 
Mutarry Group, Rsdstona 
Tecfincteov SeoUah A Newcastle, 
Tops Es tates 
Interims 

Aititett ArmUstnt. Beale. Bectre tov 
Tst Intercom (hoop 

■ TOMORROW 
COMPANY LSTINGS; 


Metrapofiten Water Board Eat* London 
3% £1.50 
Mkrovftec 0A5p 

MW Kart Water 9%% Rd DP 1997/9 
£5,181: Da 12E% Rd Ob. 2005 
6 B.12S 

MdBueeseWhter4%Da£2:Da<5% • 
OP 623ft Da 11% DP 2012716 ESSO 
MJA.T. Computing 33p 
MoMem ( John) & Ca 2p 
Muddaer (A3 J J Grp 11%% Mort Db. 
2014 65.75 

Murray tocome Tst 435% Cm Pt 
2.12Sp 

New BruraMck Rartwey Oa 4% Cone. 
OP £2 

Newc as ti o Upcn-Tyns Oorp 3Vi% irr. 
61.75 

Newey Grp- 5% Cm Pf. 1.75p 
New South Wales Treasury Corp 
113% GttL Exchangeable Bdsi 1999 
AS575 
NtottlOp 

North Srerey Water 5% OP £230 

Oktwm Corp 4% DP £2 

OBvea Prop 05P 

Pacific Dunlop AS0.07 

Park Estates ftlverpooq 8p 

Portinsular & Oriental Steam Navigation 

Oa 53% Rd Non-Cm. 53p Da 

6.75% Conv. Rd 3375p 

Renttend Grp 2.1p 

Pony Grp EL75p 

Ptesmec 3.75p 

Pfysu 5-75p 

Port of London Authority 3% 1829/99 
£130 

PoweO 0ulfcyn4*% Om PI. 03312Sp 
Premier Farnefi 63p 
PSTT8% Cm. Pf. 4p 
Reedtog Carp 3% 1962 6130 
Reckftt $ Cokran 5 % Cm Rd. Pf. 

7.Dlp 

Record Hldgs. 23p 
Racydtog Services Grp 03p 
Regal Hem Grp- Conv. Cm Rd PL 
2001 4p 

Ranald 6% Cm. Pf. 2. Ip 
Republic of New Tork US$046 
Rlcteuds 137p 

Rio Ttoto 3325% A Cm. Pf. 1.8825; 

Da 33% BCm-Pt i.TSp 
Roska)33p 

Ftoyei & Srei AOancs Insurance Grp 
123p 

Rubicon Grp 6% Cm. PL 135p 
Russert {Alerandrs} 5.75% Cm. Com. 

FW. Pf. 2.875p 

Sabre Lease Managemant 735% 

Meo. Sac. Mrs. 200 t 6t6l3ft Oa 
53% Sen. Saod Ms. 2001 61^450 
Sara Lae Corp US$021 
Scottish Highland Hotels I3p 
Scottish Mortgage 8 Tat 33p 
Sears 23p; Da 7% A Cm PL 2.45ft 
Da 7VSr% Cm Pf. 2.625p Da 12%% 
Cm Pf. 4375p 

Ssazs Roebuck & Ca USS033 
SEC Grp 235p 
SnentrfEtot HWge. 7p 
Svsmtiras Grp 035p 
SMON Grp 2.7 k Da 6% Cm. Pf. 

2.1 K Da 7.76% Om.Pf.RdPf. 1902/ 
57 5.673?; Oa 954% DP 18BZ«r 
64325 

Sinicins 5 Ca 7%% Cm. PL 2.625p 
Smarter Companies tovst Tst lAp 
Smfth (John) FMd HaacQ 5% Cm. Pf. 


1-825p 

South Austrian 3% Conad. 6130 

South Stafterdshlra Water Hklga 60 k 
D a 9% Rd Pf. 1988/2000 43p 
South Staflordahke Water 3K% An. 
DP £1.75; Da 4% Pm Dd 62; Do. 

5% Pnv DP £230; Da 914% Rd DP 
1998/2000 64.625 
Sttatagem Grp 2p 
S&U I4p 

Swansea Corp 3W% 61.76 
Taylor Netoon AGB 041 p 
TayfarWbot*ow2.75p 
Treemeerix 1.45p 
TeocoT.lp 

Thamas Potts ai066p 

Three VeBeye Water 4% tod. Com. DP 

62; Da 33% tod. Dp 61.75; Do. 4% 

tod. DP 6% Do. 4% tod Db. £2; Da 

5% tod Da 6230: Da 5% tod. oa 

£230 

Tomktowxi 3J5p 

Toronto Grey X Bruce ftertway 4% 

Mort Bds. £2 

TR Far East tocome Tst 1.7p 
Tudor 137b 

Uk Estates 6% Cm Cam. Pf. 3p 
Unlchsm 53p 
llnloartl hti. 4.1p 
United Btecufts (HldgsJ 63p 
. Vodsfone Grp 2A5p 
Watta. Stake , Beams a Ca 1 tJBp 
Wembley 2p 
Wensum Ca 3-425p 
WfUs Canaan Op 1.65p 
Wten tovst Ca 3.05p 
Wynratay Props 336p 
Xerox Corp USS032 
Yates (W.EJ 7Vb% Cm. Pf. 2325p 
VorktyOe 53Sp 

York Wre erworfcs 9% Rd Pf. 83p 
Yomg & Ca Brewery 3»i% top Mort 
Da £1.75 

■ WQJNESDAYJULY 2 

Abbey Natan* Treasury 6%% Gtd Nm 

1998 $63.75 

Ataeny mv Ttt 3A5p 

Angfian Wider 5%% IL Ln 2008 £3328 

Arrington Fto No 1 7%% Sec Bd 

2007/1 1 £193.75; Do 8% Sac Bd 

2012/2021 62003; Do Sec FRN 1997/ 

2006 615531 

Attantta RtcMekf T0%% Mrs JUf 2000 
$10230 

BrkMi Empire Sh 8, Gen Tht 8%K Db 
2023 643625; Do 10%% Db 2011 

E5.1B75 

British Sugw 10«% Rd Db 2013 

£5375 

CSR ASD39 

Ctarkson (HJ 23p 

Dean Corp 03p 

Enterprise torn 23p 

Ftolay (James? Z.1Sp 

Fbat Debenture Fto 11 %% Sav Gtd Db 

2018 653825 

Ranch Con n ection 23Sp 

QBE tot Ip 

Hartatcne 8% Cv pf 4p 
Hunting 8p 
Johnston 73p 

Kamel tot Airport 8% Gtd Bd 2003 
C$80.0 

Kakusal Denehto Dertwa 6.1* Bd 1899 

YBIOOOOO 

Wto Catottal lAp 

Mercury Asset htogmntSSp 


Metsec 2.6p 

Network Technology ajjp 

notation & Sen tovs 9M% Cm Rd Pt 

4.7Sp 

Sec u ritira Tst of Scottand 031 p 
Smith & Nephew 3.71 p 
South Afifcan Dw i wi ries'R232 
Tope Estates 10V4% 1% Mtg Db 2011/ 
16 65,125 

■ THURSDAY JULY 3 
Aogts 0-35p 

Afida 9)4% Cm rd Pf 2008713 4.625p 
Ask Central 0,5p 
Bourne End Properties 036p 
»ent tot 9% Cm Rd Pf 43p 
British Polythene tods 914% Cm Pf 
4325p 

CMC Props 1.7p 
DCCtR436p 
Devslopnut Sara 13p 
European Leisure ip 
Fine Art Dews 123p 
Farmtoster a7p 
Hadsn MacLsB&rr l.flp 
Parity 23p 

P a O 11%% Bd 2014 £11500 
Powergen 6)4% Bd 2006 £853 
Premwfc tot $039 
Ouadramatic 4,lp 
Scottish American tow Co 1.$2p 
Stogatoy(HC312p 

Twnpfe Bar tov Tst 43 % Cm Pf 2.1p 

■ FRIDAY JULY 4 
AR433p 

African Dev Bank 11%% Ln 2010 
6S3825 

Afcert FWra 138p 

Aporto Metres 1.46p 

Bkia Ctads tods 6%% Un Ln 63.125 

Brooks hdl 13p 

Care UKft4p 

Edtobwgh Inv Tst 73p 

Energy Grp 53p 

Essex Furniture 2. Ip 

Gasketi 33p 

Fflgbcrofl tov Tirt 335p 

Housing Fto 9%% Db 2025 £43123 

Insen 3p 

Jacks (Wm) 135p 

Jos HkJgs 3.15p 

fGngftghsr 14p 

Meggttt 2.85p 

MAG Recovery tov Tst Grared Uitits 
Do Package Units 13p 
Peek235p 
RM 23p 
RadamseBp 
Ftamco Energy ip 
Scottish Racfio 3p 
United Ihds I35p 
Untied News a Media I53p 

■ SATURDAY JULY 5 
AmuWse2to% £0.625 
ArmuHss2%% £0.6875 
ConsoUatsd 2)4% £0325 
MstroteoBan Water aalnes Res 
Cnsntea 3% <3ld Db £130 
SaOCTd 814% Ln 2027/31 £4.128 
YUfe Catto 5 ^k Do 11%% cm PT 

1998/2003 5.75p 


n sm/ng Bmpwn rV s tfg tna lav Tst, 
28. Copthall Avenue, 1230 
S a f ewa y , Royal Lancaster HotA 
Lancaster Terrace. W_ 1130 
Stentnigtrt, SrtantnWH ExhbMon 
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Gtoba Mow, Jurya Ho«M atuap, 
KatamsBoO Groop, Vega Group 
Interims 
FVflbs 

■ THURSDAY JULY S 
COMPANY fc®E7WGS; 

u o rt hw l oha, The Cromwefi Hotel, 
25-27, Fflgh Street Ota Town, 
Stevenage. Herts 1130 
Crenpbeti a Annatrang, The Sritamla 
Hosat OtaiEtara Lana. OHsrton. 
Stockport. 1230 

Coribto Grmv. 6, Cortco pjac®, W„ 
930 


Osmei rt oaa, 29. Gresham Street EjC, 
1130 


Fto* Art DsvNnp rn snte, Davcrahtos . 
Arms, Briton. Abbey. Septan, N. 
Yorkshire, 43D 


O raanw ay . Marrict Hotel, 4 . TimIwi 
S quare. Boar Lana. Leads. 1130 
rtfiiO Racovory tov T*L 3, Mnstar 
Coat, Towar StraoL EXX, 1T30 
Ncrthus biwaters Co, County TH«M 
HbtaL NwfBa Street 
N w VCftttio -Upon-TynB. 1.00 
Yafos RsaltestionT^Ths Lansdowne 
CkA. B, Rtsmirioe Piece, W, 1130 
BOARD bffiETWCa 
Ftoahc 


Priam ttafi. Sa o rida r d Sstasra 

toteHm a : 


■ FRIDAY JULY 4 
COMPANY MEETMG8: 
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Tha big 1 , red-faced driver was a 
bit late. Hie traffic as nsuni was 
terrible around t he railway sta- 
tion of Mestre, the ugly and 
smelly industrial sprawl on the 
doorstep of Venice. The motor- 
way was blocked with lorries 
from eastern Europe heading 
across Italy to France and Spain, 
the driver explained. 

But if the congestion was not 
Rome's fault, virtually every- 
thing else was. For the entire 
half-hour journey to Treviso, a 
wealthy city famous for its tex- 
tiles and clothing industry fit is 
the home of Benetton), he did not 
stop his tirade against the iniqui- 
tous south and the uselessness of 
Roman politicians. 

“We are now one of the richest 
regions in the country. But we 
were pretty poor 20 years or so 
ago. We worked and we continue 
to work. 

“These guys who come from 
the south don't want to work. AH 
they seek are jobs in the public 
administration and that's why we 


A secessionist state of mind 


a re so fed up," he said, weaving 
between a bus and a van. ' 

It was the same litany In Trev- 
iso- A jovial waiter stood at the 
breakfast table and delivered an 
impromptu course in political sci- 
ence. 

“You can understand those 
guys who seized the bell tower tn 
St Mark's square in Venice the 
other month anri all thngA local 
businessmen considering moving 
to Austria,*’ he said. 

The attack on the campanile by 
the Veneta Serenessima Repnb- 
blica separatist movement, the 
recent unofficial secessionist ref- 
erendum organised by Umberto 
Boss! ami his Northern t 
anxious appeals for unity by 
mainstream politicians, motor- 
way graffiti demanding indepen- 
dence for the ill-defined northern 
state of Padania - all have 


DATELINE 


Milan: The 
simplistic appeal of 
file Northern 
League disregards 
Italy's history 
of diversity, 
writes 
Paul Betts 


brought to the fore the raging 
debate over Italy's north-south 
divide. 

Bossi’s dally. La Padania. 
whose circulation since its 
launch at the beginning of this 


year has averaged 45,006 copies a 
day in a country already flooded 
with newspapers, recently pub- 
lished a catalogue of what it 
described as fundamental behav- 
ioural, linguistic, ethnic and reli- 
gious differences between north- 
erners and southerners. 

Southerners’ accents, and their 
theatrical and metaphorical way 
of speaking, were incomprehensi- 
ble to northern ears. Attitudes to 
sex and virginity were dissimilar. 

Religion in the south was a 
folkloric event. And of course the 
south lacked the north's work 
ethic. All this, so the Northern 
League theorists argued, 
explained the north's “secular 
allergy” to the south. 

There is no question that Bossi 
and his supporters have hit a 
nerve. Many ordinary Italians, 
and not only in the north, have 


The Monday Profile: Wim Duisenberg 

Emu’s steadfast advocate 


W im Duisenberg once 
said when joining 
the board of a Dutch 
bank; “Money is my 
profession.” But as he contem- 
plates his new job as head of the 
European Monetary Institute - 
forerunner of the planned Euro- 
pean central bank - he might be 
glad he also has some experience 
of the rougher world of politics. 

Duisenberg, 62 next month, 
takes over as president of the 
EMI tomorrow with European 
economic and monetary union 
only IS months away Crom its 
scheduled starting date of 
January. 1999. 

But the nearer Emu 
approaches, the more contro- 
versy it produces. Both the 
left-wing victory in the French 
election and the Bonn govern- 
ment's ill-considered attempt to 
revalue Germany’s gold reserves 
to help it qualify far Emu have 
shown that the path to the euro 
is still strewn with obstacles. So 
scepticism among the German 
public remains high. 

Alexandre Lamfalussy, the Bel- 
gian banker whom Duisenberg 
succeeds as EMI head, has 
already said the road to Emu 
would be bumpy. 

Lamfalussy. bowing out at the 
age of 67, has done much to pro- 
mote the idea of the single cur- 
rency, in Us public statements 
and his work at the EML From 
his office high in the Eurotower 
in the centre of FrankfUrt, be has 
worked energetically to ensure 
the central banking frajnework 
war "be in place' when the Euro- 
pean Central Bank starts, and to 
try and persuade people the proj- 
ect is worthwhile. 

Duisenberg, known in the 
Netherlands for his adherence to 
strict monetary policies aimed at 
low inflation and a strong guil- 
der, could well be the first head 
of the independent ECB. He 1ms 
made dear he is a candidate - 
the prospect of handing over to 
someone else after only 18 
months at the EMI is hardly 
appealing - and has Germany’s 
strong backing. 

Lamfaluss y also endorses Duis- 
enberg as the first president of 
the ECB, a historically challeng- 



ing position which, would make 
its holder, .one. of the world's pre- 
eminent' monetary officials. “ I_ 

“He is a good candidate for the 
ECB,” says Lamfalussy- Asked 
whether he is likely to get the job 
- in spite of mutterings of dis- 
sent from some French politi- 
cians - he replies, ‘7 hope so." 

The head of the Bank of 
England, Eddie George, agrees. 
He has said Duisenberg would 
make an “absolutely first class” 
ECB president Hans Tietmeyer. 
president of Germany's redoubt- 
able Bundesbank also favours 
Duisenberg, who has headed the 
Dutch central bank for the past 
15 years, keeping the guilder 
firmly linked to the D-Mark. 

Much, of course, will depend on 


what happens in the next year or 
so. As a former politician - he 
was ' the Netherlands' finance 
minister for four years in the 
1970s - Duisenberg will be all too 
familiar with the sort of manoeu- 
vrings that can upset the calcula- 
tions of central bankers. 

He win have to work hard to 
help retain credibility in Emu. 
Combined with his craggy, 
down-to-earth appearance and 
shock of wavy white hair, Duis- 
enberg’s relaxed manner should 
help inspire confidence - among 
the financial community and the 
public. 

He came to banking by way 
academia. After studying eco- 
nomics at Groningen university 
- his doctorate was on the eco- 


nomic consequences of disarma- 
ment - Duisenberg was a teach- 
ing assistant there for four years 
before joining the International 
Monetary Fund in Washington. 

He became an adviser to the 
Dutch central bank, was profes- 
sor of macro-economics at 
Amsterdam university for three 
years until 1973 and was then 
appointed finance minister at age 
of 38 in the Social Democratic 
government. 

His next stop was the board of 
Rabobank, the co-operative bank- 
ing group, where he stayed for 
three years before returning to 
the Dutch central bank as presi- 
dent 

As a steadfast advocate of sta- 
ble monetary policies who is well 
known on the international 
finan cial circuit. Duisenberg’s 
credentials for his new job are 
impeccable. He has long been a 
proponent of the single currency, 
believing it will stimulate growth 
and help instil financial disci- 
pline into governments. 

Since the recent Dutch record 
on job creation and economic 
flexibility is one which politi- 
cians and bankers in Germany 
increasingly point to as a model, 
Duisenberg will be able to argue 
from a strong base. 

He has already tried to allay 
fears that the euro will be weak 
and that interest rates, to be set 
by the ECB. will have to rise to 
combat higher inflation. 

He has called the debate over a 
strong or weak euro “nonsense”, 
saying the stability pact between 
Emu members on curbing budget 
deficits and international compe- 
tition would keep prices down. 
Anything else would be anath- 
ema to the man who hopes to run 
the ECB. 

For all his reassuring manner, 
though, the cigarette-smoking, 
golf-playing Duisenberg wiH not 
find it easy to ward off anxieties 
about the euro. Since an Impor- 
tant EMI task will be to advise on 
which countries are ready for 
Emu, be will have to combine 
Dutch pragmatism with diplo- 
macy and toughness. He will 
have his work cut out. 

Andrew Fisher 


given up on politics: most are fed 
up with paying taxes, dealing 
with the country's bureaucracy 
and coping with dismal public 
services. 

But it is one thing to launch a 
populist revolt and another to 
advocate a geographical split, 
Italy's history argues strongly 
against such a move. 

For whatever the northern 
secessionists may say, there are 
no simple linguistic, cultural and 
ethnic divisions. Italy may have 
been united only 127 years, but it 
remains a racial and cultural 
amalgam whose diversity creates 
a whole of sorts. 

The Byzantines, the Arabs, the 
Normans and the French came to 
Sicily before the Spanish Bour- 
bons ran the Kingdom of the Two 
Sicilies. Northerners conve- 
niently forget that Naples, not 


Milan, was the cradle of the Ital- 
ian Enlightenment 

A great chunk of the country 
comprised the Papal states, while 
the Dukes of Tuscany ran In con- 
trast a secular nation. Piedmont 
was, and still is. closer to France; 
after the barbarians, the Longo- 
bards came to Lombardy, then 
the French, the Spanish and later 
tbe Hapsburgs; the Alto Adige 
openly considers itself more Aus- 
trian than Italian. 

If you had to split Italy again, 
you would rad up not with two 
but probably 20 different states. 
The common language of 
Padania would include at least 
two dozen dialects. No one has 
yet proposed teaching Padano in 
schools - although the comedian 
Dario Fo tried with a play. 
Misiero Buffo (Funny Mystery', 
written m an imaginary 


FT GPIPE TO; 

DUTY FREE 


old Padano language. 

Bossi has adopted Brnveheart. 
tbe Scottish warrior who (aught 
tbe English, as one of the North- 
ern League's heroes. He has also 
adapted an ancient Celtic symbol 
to adorn the League's flag. The 
star-shaped figure has been lyri- 
cally named "Sole delle Alpi" - 
the sun of the Alps. In Treviso 
the other day they said league 
members in the Veneta region 
wanted to paint the symbol on 
Italian F16 fighters at a local air 
force base. 

But the Milan daily Carrurc 
della Sen subsequently ran a 
story showing that the same sym- 
bol had also been used by the 
ancient Greeks to adorn their 
shields, by the Etruscans, and by 
warriors in the southern region 
of Faggia in the seventh century 
B C. In short, it concluded, the 
league had chosen a southern 
symbol to put on its banner. 

“More southern propaganda." 
retorted the waiter in Treviso's 
Piazza del Signon. 


Tbe idea of the airport duty free shop Is 50 years* 
old? 

Yes indeed - 50 years ago the first duty free shop 
opened at Shannon airport, in the southwest of 
Ireland. At a s mall kiosk, passengers on their way 
to and from North America could purchase Irish 
linen, French perfumes, German porcelain and a 
few brand name liquors. 

These days everything from a side of smoked 
salmon to a car can be purchased at duty free. 
Doze off in any one of hundreds of transit lounges 
around the world and you might wake up think- 
ing you had been transported to the local Salis- 
bury's or JC Penneys. 

Why is the duty free concept now under threat 
within Europe? 

The European Union has decided that duty free 
should be done away with by June 1999. But a 
strong campaign is being fought to overturn tbe 
ElTs plans 

The original decision to scrap duty free was 
taken in 1991 by the unanimous vote of EU 
finance ministers and has already been subject to 
several delays. It was all part of the shift towards 
a single market. 

What are tbe arguments in favour of Its aboli- 
tion? 

Those in favour of its abolition say that, as the 
world acts to dismantle trade barriers and har- 
monise customs procedures, duty free should be 
given its departure cards. Sir Michael Bishop, the 
head of the British Mi dlan d airline, describes duty 
free as an anachronism. 

In many airports, travellers have to fight their 
way through a confusing clutter of camera and 
toy shops, food counters and sporting goods out- 
lets to arrive at departure gates. 

“Airports are there to serve the airlines and 
airline passengers and are not designed to be 
shopping malls,” says Sir MichaeL 
The anti-duty free brigade believe money and 
space which is at present set aside for duty free 
would be far better used to improve airport facili- 
ties. 

Is anyone prepared to speak up for duty frees? 
Those in favour of duty free say it does no harm. 
Tbe industry bad a turnover within the EU of 
$6.5bn (£3.93bn) last year, and employs 140,000 
people. While some governments might lose pur- 
chase tax revenues through, the sale of duty free 
goods, its defenders insist the industry is an over- 
all contributor to trade and economic growth. 

What do the big players in tbe duty free world 
say? 

Take Aer Rianta, an Irish government-owned 
company which is one of the three biggest opera- 
tors of duty free shops around the world. Besides 
running duty free at Ireland's main airports, 
its outlets include Birmingham, the Channel 



Tunnel. Moscow. Bahrain and Beijing. 

Last month Aer Rianta won the contract to run 
12 liquor and tobacco outlets in what will be the 
world's biggest passenger terminal at the new 
Chek Lap Kok airport in Hong Kong. 

Derek Keogh, Aer Rianta's chief executive, says: 
“We can’t believe that merely for dogmatic, ideo- 
logical reasons the EU will do away with duty- 
free. Many airlines within Europe, particularly 
the charter services, make more out of duty free 
than from carrying passengers. 

“Duty free subsidies travel on a massive scale. 
Abolish it and fares will rise very substantially. 
Airport landing charges will also go up - again, 
that will ultimately hurt the passenger's pocket" 

He adds: “The idea of an idealised EU in which 
all goods move freely, subject to the same duties 
and VAT rates, is still a long way from being 
realised. There is no reason why duty free cannot 
continue to exist in such an environment. " 

Who else is calling for duty free to stay? 
Arguments for retaining duty free tend to be 
stronger in countries on the periphery of the EU. 
Finnish and Scandinavian airport and ferry opera- 
tors say they stand to lose a great deal if duty free 
facilities are done away with. Greece is concerned 
that it could lose up to 500.000 tourists a year 
because charter companies would have to 
increase fares. 

Ferry operators in the UK and Ireland have 
given dire warnings about the consequences of 
abolishing duty free. With excess capacity on 
many routes they say duty tree sales are essential 
to increase passenger revenue. They warn that in 
some cases routes might have to close while on 
others fares will be pushed up. 

So is it really all over for duty frees? 

The final decision on whether or not duty free 
will stay or go within tbe EU will be taken tn the 
first half of next year, during the British presi- 
dency. However, like flight times, final decisions 
within Lbe EU can often be subject to delay. 

Kieran Cooke 
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The reality of money illusion 

People’s attitudes may be irrational, but not necessarily ignorant 


When the Gregorian calendar 
was adopted in England in 1752, 
the switch meant that September 
14 fell Immedia tely after Septem- 
ber 2 that year. “Much discon- 
tent was provoked among unedu- 
cated people who imagin ed that 
they were being defrauded of the 
omitted days,” according to one 
account Mobs rioted with cries 
o£ "Give us back our n days”. 

This confusion arose because 
people found it easier to think in 
the “nominal" terms they were 
used to - in which one day of 
the month follows another in 
numerical order - rather than 
recognising rhe under lyin g real- 
ity of what “days" measure, 
namely the passage of time. 

To react like this may seem 
ridiculous with hindsight, but 
confusion between nominal and 
real values persists today. 
“Money illusion" is one example 
which has long concerned econo- 
mists. People react to changes in 
the wwah value of incomes or the 
prices of particular goods with- 
out taking full account of 
chang es in the average level of 
prices that affect how much each 
“dollar" or “pound" is worth. 

Accepting the existence of 
money illusion is frowned upon 
by theoretical economists when 
trying to explain economic 
behaviour. It runs counter to the 
hasir. assumption that lies at the 
heart of economic theory, that 
people are rational beings who 
' cannot be fooled all of the 
time. 

But money illusion nonethe- 
less persists in the real world. 
Inflation bps been present In 
most Industrialised countries for 
much of thin century. Rational 


economic agents entering con- 
tracts to sell goods for cash 
might therefore be expected to 
“index” them in order to take 
account of changes in the pur- 
chasing power of money over the 
duration erf the agreement But 
they do so relatively rarely. 

A study published in the latest 
Quarterly Journal of Economics 
tried to probe the psychology of 
money illusion by asking hypo- 
thetical questions of passers-by 
at Newark International Airport 
and two shopping malls in New 
Jersey. It has interesting impli- 
cations for economic policy- 
making when inflation is low. 

The participants in the study 
were presented with the follow- 
ing scenario. Two individuals, 
Ann and Barbara, graduated 
from the same college a year 
apart and both took similar jobs. 
Ann started with a yearly salary 
of $30,000. During her first year 
in the job there was no inflation 
and in her second year she 
received a pay rise of $600 or 2 
per cent. Barbara also started 
with a yearly salary of $30,000. 
During her first year on the job 
there was 4 per cent infla tion, 
and in her second year she got a 
rise of $1,500 or 5 per cent. 

One group of study partici- 
pants was asked which employee 
would be happier as she entered 
her second year on the job - 64 
per cent said Barbara and 35 per 
cent said Ann. Another group 
was asked which woman they 
thought was more likely to leave 
her job for one with another firm 
- 65 per cent went for Ann and 
35 per cent for Barbara. 

Both responses exhibit money 
illusion. The purchasing power 
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of Ann's salary rises by 2 per 
cent, while Barbara's increases 
by only 1 per cent - yet Ann is 
expected to be less happy and 
more likely to quit her job. 

Does this mean that the good 
people of New Jersey are stupid? 
Not necessarily. A third group of 
study participants was asked 
which of Ann and Barbara was 
doing better in economic terms 
at the start of their second year 
- 71 per cent correctly said Ann 
and 29 per cent said Barbara. 

This implies that while money 
illusion may appear irrational to 
an economist, it does not neces- 
sarily stem from Ignorance. “It is 
not the case that people simply 
cannot distinguish between nom- 
inal and real representations," 
the study argues. “Rather, it 
appears that while an evaluation 
in real terms dominates when 
the need to think in economic 
terms is made salient, less trans- 


parent judgments trigger evalua- 
tions that are heavily biased by 
a no min al representation”. 

The authors argue that money 
illusion “arises in large part 
because It Is considerably easier 
and more natural to think in 
nominal than real terms . . . 
[bull the attribution of happiness 

incorporates money illusion even 
when an analysis in terms of 
real value is easily accessible”. 

This has two implications. 
First money illusion is likely to 
persist in spite of attempts by 
economists to educate the public 
into what they regard as more 
rational behaviour. 

Second, and more importantly, 
"because money illusion reflects 
reactions to nominal price and 
wage cuts per se. the effects of 
money illusion are likely to 
extend to non-lnflationary set- 
tings”. 

The normal operation of the 


market economy often demands 
that tbe real wages paid to some 
workers have to fall, reflecting 
changes in the supply of and 
demand for particular types of 
labour. The idea that employees 
in this situation would rather 
that their pay rose by less than 
the rate of inflation than for it to 
fall in cash terms is a familiar 
one for which there is plenty of 
supporting evidence. Pay is 
much more likely to be frozen in 
cash terms than to be reduced, 
even by a very small amount. 

The lower the rate of inflation, 
the larger the number of real 
wage reductions that will be 
blocked by workers' unwilling, 
ness to consider nominal pay 
cuts. As George Akerlof and col- 
leagues argued in a Brookings 
Institution paper last year, this 
means that reducing inflation 
much below 3 per cent may pro- 
duce big increases in unemploy- i 
ment as real wages fell to adjust. 
They calculate that one company 
in 20 would find real wage 
adjustments constrained with 
inflation at 3 per cent, rising to 
one company in five at inflation 
of 1 per cent. 

Central bankers argue that the 
pursuit of low rates or inflation 
need not carry a heavy cost in 
terms of unemployment, because 
resistance to n ominal wage cuts 
will eventually disappear. But 
the QJE study suggests they 
may be over-optimistic, as it 
Implies that the side-effects of 
money illusion might well sur- 
vive the death of inflation. 

Shafir E, Diamond P & Tversky 
A, “Money Illusion ", Quarterly 
Journal of Eco n o m ic s. 1997. 
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W hy can’t the United 
Nations be more 
like a business? 
According to its 
many critics, the UN is a bureau- 
cratic monster. Its chief paymas- 
ter, the US, is withholding money 
until It mends Its ways. 

The cumbersome title of the 
chief bureaucrat seems to say it 
all: under-eecretary-general for 
administration and management 
The post has traditionally been 
held by diplomats and politicians. 
But the present holder, Joseph 
Connor, is a businessman: the 
former head of the accounting 
firm Price Waterhouse. 

After three years In the job, 
Connor can show solid gains in 
efficiency. But as his conversa- 
tion makes dear, to think of the 
UN In purely managerial terms is 
to miss the point. It is fundamen- 
tally not a business and probably 
never could be. 

The visitor to the UN building 
in New York is liable to grasp 
this at the front door. My arrival 
to see Cornua: coincided with a 
rush of schoolchildren and tour- 
ists. It took me half an hour to 
get through security, and I was 
late for my appointment. 

If you are calling on the 
finance director of General 
Motors, you do not queue up 
behind GM's customers. But 
those visitors were more like 
shareholders. The countries from 
which they came pay the UN's 
bills and dictate its actions. The 
UN is there to serve them. 

The UN’s finances would make 
a corporate executive blench. It 
runs an operating loss equal to 
almost 10 per cent of turnover. It 
has no capital or reserves left, 
and is not allowed to borrow. It 
funds itself by the simple expedi- 
ent of not paying its h fTls. 

Its main asset is £L6bn (£i.Gbn) 
of unpaid contributions from its 
member states. The chief culprit 
is the US, with $L6bn outstand- 
ing. Then come countries which 
are broke rather than recalci- 
trant, led by the Russian Federa- 
tion and the Ukraine, with $250m 
apiece. 

What would Connor do if that 
$2.6bn were paid tomorrow? 
First, he says, he would pay the 
bill for troops supplied to the 
UN's peacekeeping operations, 
totalling SI bn. Then he would 
pay $400 m to trade creditors, the 
same again to member states for 
years in which the budget was 
underspent, and the same a gain 
to restore the UN’s reserves. The 
balance he would keep for contin- 
gencies. 

Failing that, he has made econ- 


T he sales pitch seems to be 
going well and then, out of 
the blue, you say some- 
thing to upset the client What do 
yon do? Break simultaneously 
Into a sweat and a gallop - if 
only you can finish your sen- 
tence. the client will he per- 
suaded by your unanswerably 
logical case. 

Absolutely the wrong tactics, 
according to Tom Lambert, 
author of High Income Consulting 
(Nicholas Brealey Publishing), a 
newly revised handbook for exec- 
utives setting up in the consult- 
ing business. “Using logic to deal 
with emotions does not work." he 
says. Instead, “when things start 
to go off the rails, think Sarah". 
• Stop talking. Give your lis- 
tener the opportunity to express 
their feelings. No matter how 


Improving efficiency at the United Nations is 
a never-ending struggle, finds Tony Jackson 

Battle of 
the bulge 



omies. Until his arrival the run- 
ning cost of the secretariat - now 
at $l-3bn a year - was rising sig- 
nificantly. Since then it has been 
constant, and is due to fall hi 
1998-99. This has been achieved 
by cutting real resources: people, 
meetings, documents and trips. A 
year ago, the staff total was 
10.000. It is now under 9,000. 

But bear in mind. Connor says, 
that member states largely deter- 
mine bow money is spent If they 
call for a report 300 pages thick, 
there is that much less cash for 
development Having paid the 
piper, they call the tune. 


The same applies to the UN’s 
portfolio of activities. Connor 
defines those as five in number, 
peace and security, humanitarian 
affairs, setting economic and 
social norms, development and 
human rights. 

The chief executive of a loss- 
making corporation, faced with 
such a list would immediately 
ask which businesses to shut 
down. The UN does not have that 
option. 

From a broader managerial 
viewpoint Connor says, there are 
three main thing s wrong with 
the UN. First, the executive 


structure is weak. His boss, the 
secretary-general has direct 
authority over the secretariat 
but none over the various agen- 
cies such as the International 
Labour Organisation or the 
World Bank. 

Second, the funds and pro- 
grammes of those agencies 
should be brought together and 
rationalised. At present there is 
overlap, both in the programmes 
and the way they are delivered. 

Third, the whole process by 
which the secretary-general com- 
municates with the member 
States needs reform. He should 


Sarah to the rescue 

Diane Summers on tactics to humour clients 


painful the silence seems, there 
is nothing you can usefully say. 
Within seconds your listener will 
break the silence. 

• Adopt active listening. Listen 
as if your life depended on under- 
standing how the client feels and 
what they think. Make no 
attempts to second-guess, always 
accept what is said as if it were 
true. When you are sure they 
have said an they are going to 
say for the moment - 

• Reflect content or feeling. 
Paraphrase a key statement your 
client has made to demonstrate 


that you really have been listen- 
ing. “Say it musingly to show 
that you are carefully consider- 
ing what is being said and not 
doing parrot-like imitations." 

• Act with empathy. But take 
care that you never express sym- 
pathy (“You are absolutely right 
to feel as you do") when you 
Intend to convey empathy (“You 
have an absolute right to feel as 
you do"). Empathy allows you to 
accept the reasonableness of oth- 
ers’ feelings and still correct 
their understanding. 

• Handle objections. When your 


ralm, sensitive handling of the 
situation has made it easy for 
your client to listen to reason 
again, deal with any objections 
raised. As Car as the objections 
themselves are concerned, Lam- 
bert suggests that the three most 
common relate to price, habit 
and competition. On price, 
“something appears to cost too 
much when it seems to offer 
Insufficient benefit for the price 
to he paid in money or effort". 
The task is to convince the lis- 
tener that you win be able to 
deliver many extra benefits that 


report to a few institutions, 
instead of a host of sub- 
committees of sub-committees, as 
at present. 

In reality, none of that is likely 
to happen. It would doubtless be 
seen as a power play by the sec- 
retariat. More important, the 
whole structure of the UN, as set 
up in 1947, is designed to ensure 
that no-one Is in charge. 

Meanwhile, Connor does what 
he can. He has refanned the UN’s 
performance appraisal system, 
which used to rate 90 per cent of 
personnel at five on a scale of 
one to five - that is, outstanding. 
Now. Just over half rate a three- 
Those rated one or two can be 
got rid of, and those rating four 
and five brought forward. 

He has also introduced formal 
management training for the first 
time. At present, the average age 
is 48, with a retirement age of 60. 
Many people stay in the same job 
20 years. What the UN must do, 
Connor says,- is break the old 
rigidities and bring in some real 
career planning for younger 
employees. 

What abont benchmarking? 
The UN does it all the time, 
Connor says. But it compares 
itself to the public sector around 
the world rather than corpora- 
tions. Thus, it looks to Australia 
and Singapore for its financial 
systems, and to Canada for 
human-resource management. 
The UK is the model for outsour- 
cing and the use of executive 
agencies. Its chief critic, Amer- 
ica, apparently has little to offer. 

More generally, Connor says, 
an organisation nice the UN - or 
like any government - finds it 
hard to assess its results. In a 
business, the planning cycle 
three phases: set the strategic 
objectives, allocate resources and 
measure the outcome. The UN 
has the first two in place. It is 
stru ggling with the third. 

This is partly because its sys- 
tem of performance measurement 
rests on the number of reports 
and meetings, rather than by 
what they accomplish. Member 
states, Connor says, are for more 
strict in controlling inputs than 
outputs. 

Always, it seems, the member 
states are the stumbling Mnrir. it 
is as if the shareholders of a cor- 
poration used the annual mealing 
to set next year’s budget and 
business strategy. 

This, finally, is Connor’s 
implicit response to the UN’s crit- 
ics. He and his organisation will 
deliver on the things they con- 
trol For the rest, America has 
picked the wror^ target. 


add up to exceptional value. 

Habit - “we’ve always done it 
this way, and it works" is not an 
invitation for you to focus on 
why the old way is stupid and 
your idea is infinitely better. The 
trick is to point out how changes 
in the environment will cause 
problems for your client in .the 
future unless action is taken 
now. 

Finally, “we have always been 
happy with Ernest & Elderly” is 
asking you to expand on what is 
unique about your offer. But 
beware, says Lambert, that you 
stick to what you will do, not how 
you will do 1L 

“If your potential client has a 
pal at EAE, you may find that, 
they will soon be offering your 
clients what was once your 
unique service." 
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The golden age of succinct 
and elegant phrasing 


T he folly of downsizing. The 
importance of stakeholders. 
The need for people to 
stretch beyond their job 
descriptions. The inevitability of 
change. These are the management 
ideas of the moment Or are they? 
Not a bit of it: they have been 
around for decades. 

I have just read The Folklore of 
Management, which was first pub- 
lished in 1959 and has been 
reprinted. Its title sounds tike a 
soppy modem management book, 
but once inside you are in a golden 
age of commonsense, in which ideas 
are expressed briefly and without 
jargon. The author, Clarence B. Ran- 
dall, explains why savage cost- 
cutting is such a bad Idea. He tells 
us that customers and workers are 
important and urges companies to 
spend less time flapping over their 
balance sheets and more time think- 
ing about their workers. 

Occasionally there is a clue that 
i this book was not written yesterday. 

I there is section on the Communist 
threat, where he writes: "I wish we 
could occasionally laugh about Com- 
munism Instead of always getting so 
lathered up over it” Equally, there 
are a couple of ideas that you would 
never find in any modem manage- 
ment book. He rails against the pop- 
ularity of management committees — 
which we now call teams. These 
committees might have some role, 
he says, but in the end most deci- 
sions must be taken by one man in 
this he is quite right, but in the 
Z99Qs we are not allowed to say so. 

The Folklore of Management may 
not provide us with any new 
insights, but it proves one thing. 
Since 1968 the volume of writing on 
management themes has moved one 
way. The quality has moved in the 
opposite direction. 
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In the old days a company aimed to 


Lucy Kellaway 


satisfy its customers. A few years 
ago the stakes were raised and satis- 
faction was deemed not to be 
enough: businesses had to delight 
their customers. This struck me as 
over the top. As a consumer, my two 
favourite companies are First Direct 
and Waltrose, both of which proride 
a reliable, polite service. But if I had 
to describe my state of mind when 
loading the d ete rgent into the trol- 
ley, or asking for my bank balance, 
delight would not come into it. 

But now I read that delight is old 
hat The relationship to aspire to 
with your customers is intimacy. 

According to management consul- 


tants CSC Index, “customer inti- 
macy" is the thing for companies of 
the late 1990s. In its magazine 
I n s i g h ts, it states that the three key 
things a company must do to 
“embrace customer intimacy” (the 
mind boggles) are tailoring, cnarhing 
and partnering. More obscure still is 
a passage claiming that “customer- 
intimate companies know consumers 
don’t buy products or services; they 
buy benefits". 

Goodness knows what all this 
means. Mercifully there is no need to 
work it out, because the conclusion 
of the piece is something comprehen- 
sible to all of us: “The core of cus- 
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toner intimacy lies in a simple - but 
radical commitment: to deliver 
results." In that case, I know what 
the consultant is talking about, and 
ft is not in the least radical. He is 
talking about satisfaction. Pm sure 
there is nothing in this that Clar- 
ence B. Randall would have dis- 
agreed with. He just might have put 
it more elegantly and rather more 
succinctly. 


The other day the woman standing 
next to me in a crowded, delayed 
train lifted her bag to put it an the 
rack, and accidentally bumped 
another woman’s head as she did so. 

*Tm so sorry,” said the first 

“Watch what you’re, bloody 
doing," said the second. 

“There’s no need to swear," the 
first replied. 

“Thera was no need to hit me over 
the head." 

“I've already said sorry. I don’t see 
why you have to be so rude." Before 
long these two women - both profes- 
sionals. in suits were shouting: 
“Calm down!" “No, you calm down" 
at each other, while the rest of the 
carriage looked oh impassively. 

This is train rage. Both of the 
women may be perfectly reasonable 
beings when they are not commut- 
ing (though I fear for the effect this 
seme may have had on their col- 
leagues the rest of that day). 

Companies spend an increasing 
amount of time fretting about the 
stress levels of their employees. 
However, they forget that getting to 
work is often more stressful than the 

work itself. Instead of setting up aro- 
matherapy sessions, they might do 
better to spend their money on com- 
pany buses that would ferry us to 
and from the office. Then we could 
use the commuting time having a 
meeti ng with colleagues or at least 
getting our gosstping done before we 
reach the office. 
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BUSINESS EDUCATION 


R eputation is every- 
thing m the 
cut-throat world of 
business schools. At 
omam s oldest school the 
university of Bradford man- 
agement centre, in the north 
of England, the feculty has 
now set about the task of 
rebuilding the school’s 
i m age after a gloomy 1996. 

Since it set up home in a 
former religious college in 
1957, the centre has had its 
share of ups and downs but 
has always bounced back, 
says Robert McClements, 
chairman of the executive 
development programme. If 
you're a market leader that's 
what you have to put up 
with, it’s like football.” 

Nonetheless, 1996 was a 
bruising year, first the cen- 
tre was accused of r unning a 
shoddy franchised under- 
graduate course in Singa- 
pore by a part-time lecturer 
there - a claim totally dis- 
counted by the higher educa- 
tion quality council. 

More damaging, Bradford 
lost out in the scramble to 
retain its top-ranking 
researchers in the run-up to 
the higher education funding 
council’s research review. 
Star professors were poached 
and with them the coveted 
"five” ranking which 
Bradford had enjoyed. 

The drop in ranking is a 
real financial blow to 
Bradford - worth more than 
£200,000 in government fund- 
ing. But straight-talking 
director David Weir is philo- 
sophical. “The impact of los- 
ing the research rankings. 


Della Bradshaw examines the fortunes of Britain’s oldest and newest business schools 

Northern exposure 


while bad, is not disastrous." 
he says. 

With a sound bank bal- 
ance and the biggest doc- 
toral programme in the UK, 
Weir argues that the best 
way of ensuring long-term 
success for the centre is by 
growing its own researchers. 

The situation began to 
improve for the centre In 
January, this year, when 22 
students graduated from the 
high-profile Bradford MBA 
course designed for the BBC. 

Elsewhere Bradford is 
building on its established 
strengths, notably its long- 
established overseas alli- 
ances. “We saw what was 
happening in the world of 
business schools and it 
doesn’t end 10 miles up the 
road in Leeds." says Weir. 

This year will see the first 
graduates from a Bradford 
MBA course run in Bonn, 
Germany, by Nimbas. the 
Netherlands Institute for 
Masters in Business Admin- 
istration Studies. Nimbas, 
the privately run school in 
Utrecht, was set up in 1988 
by three Dutch academics to 
teach the Bradford MBA to 
students In the Netherlands. 
Today 150 students are 
studying in Utrecht for 
Bradford MBAs on a fall or 



Bractford management centre (left) is housed is an old religious coflege white Lubs wfll move Wo a Victorian school 


part-time basis. 

In Israel. Bradford has sto- 
len a march on American 
schools by teaching a highly- 
respected executive MBA 
programme and the centre 
also has strong links with 
the Middle East. 

Weir is insistent that 
Bradford does not run flimsy 
distance learning courses. 
“The market we're in is the 


quality MBA market where 
students spend at least part 
of the time in the class- 
room.’’ 

It is a philosophy that is 
appreciated overseas, he 
insists. 

“The most aggressive mar- 
kets In the world are in 
Israel, Singapore and Dubai. 
You don’t teach rubbish to 
Israeli managers." 


I nternationally famous 
for its piano festival 
and its football team, 
the city of Leeds has 
now added a further feather 
to its cap: that of having one 
of Britain's most upwardly 
mobile business schools. 

Late into the game, Leeds 
university only decided to 
launch its business school in 
January this year, but It is 


widely tipped to rival Man- 
chester business school and 
the Bradford management 
centre for the north of 
England business school top 
spot in the next century. 

The university backed its 
decision to rename the 
department of economics 
and business studies as a 
business school with a cash 
fillip of £10m from university 


coffers to buy and redevelop 
a site - the school is pres- 
ently housed in a rabbit war- 
ren of interconnected Victo- 
■ rian terrace houses. 

The new site is the histori- 
cally listed Leeds Grammar 
School, which has launched 
many a precocious teenager 

on to the world. Past pupils 
Include former Labour politi- 
cian Gerald Kaufman and 
royal correspondent Andrew 
Morton. 

The city-centre school, 
which is adjacent to the uni- 
versity, will be refurbished 
at a total cost of £15m. The 
first' management students 
will study on the site in 1998. 

Moreover, the school has 
gathered together under the 
leadership of Geoff Lockett - 
who formerly held the chair 
of management science and 
information management at 
Manchester business school 
- a team of academics care- 
fully culled from Britain’s 
best regional schools: Man- 
chester, Strathclyde and 
Warwick as well as neigh- 
bouring Bradford. 

"We wanted to take people 
who had experience from 
other schools." says Lockett 
Over the past five years 30 
staff have been appointed 
bringing the number of aca- 


demics to 90. With the new 
faculty has come the 
research capacity that 
enabled Lubs (as the school 
likes to be called) to jump 
three grades in the govern- 
ment research assessments - 
making it the fastest-rising 
research establishment for 
management In the UK. 

Student numbers are also 
rising. Three years ago the 
school had no full-time MBA 
students. This year it has 94. 

“Applications are solid." 
sayB Lockett. “What’s stop- 
ping us is space.” 

At undergraduate level, 
where many students study 
combined degrees - econom- 
ics and management - here 
are the equivalent of 1,400 
full-time students. There are 
also the equivalent of 300 
post-graduates: MBA and 
doctoral students. Lockett 
intends to increase this num- 
ber to 800. That will mean 
that 60 per cent of the 
school's revenues wfll come 
from postgraduate courses 
and 40 per cent from under- 
graduate courses. 

Once the new building is 
open Lockett also intends to 
increase its portfolio of short 
courses: the school already 
specialises in courses in 
south-east Asia and India. 

With the staff in place and 
the new building on the 
drawing board. Lockett has a 
fiirther reason to celebrate. 
This year Leeds received 
accreditation from the Asso- 
ciation of MBAs (Amba) for 
all three of its MBA courses 
— full-time, part-time and the 
executive MBA. 


CONFERENCES & EXHIBITIONS 


Challenging Markets 
through Technology 
Deutsche B8rse AG, the operating 
company of DIB (Deutsche 
Temikibfirae] and FWB 
(Frankfurt Stock Exchange), 

Is set to strengthen its portion 
at leadership In trading DM 
denominated products. 

Topics of the presentation: 

- Xetra®: The new electronic 
Trading System for the 
German Spot Market 

- DIB: The DM Yield Curve - 
Tradng the European Benchmark 

For further information please 
contact Deutsche Bfirae, 

Key Account BnpB. 

MSAaaCoitceJani 

fet +49-69^161-4769 _ ^ 


JULY 10 

Southern Africa - Resources, 
Investment & Trade 

This conference covers hanking, finance, 
extractive industries. manufacturing, 
infrastructure, agriculture and tourism. 
Southern Africa Business Association, 
Anglo Anrenam. Dc Beers and Hcroing 
Maiunsponsoc 

Information; Forum Southern Africa 
Tel: 01 225 4«»744 Fax: 01 225 442903 
LONDON 

JULY 14-15 

FT Aslan Bonds -Grawtog Fixed 
tacorro Markets 

Tipped for rapid growth, this conferenc e 
examines the prospects of rite Asian 
Bonds markets. Speakers from: The 
World Bank. Merrill Lynch. Moody’s. 
Ministry of Finance Thailand. Jakarta 
Stock Exchange Indonesia 
Ccreax Samanla Ledger. FT Conferences 
Tut ( +65 » 6J73 Ftw: i+«) X3 -T725 
c-auil sanm)-1@^anon-pciU30RLsg. 

BANGKOK. THAILAND 
JULY 14-16 

Valuations In Accounting 
tor Derivatives 

Suitable Tor Middle Office. Risk Legal. 
Compliance. .Auditors it Accoununu. 
Covering: Performance Measurement. 
GJ*l Recommendations. Role of Risk 
Monitoring Organisational Controls 
Volarilxv & CvTOianon Accounting Issues 
Internal Controls. £750 + VAT 
3 Dais TH. Trailing 

Tel: 01:1 (AJ 2125 Fax: U17I iTOJ'Sl 
Email: Sal^li'tfl-traiireig.dciTKinxoaiV 

LONDON 

July 15-18 

TEACHING WITH CASES 
Workshop lor Management 
Educators & Trainers 

Eminem use method teachers, 
Professors Erskrne and Lmnders are 
bringing the? expertise to IKSEAO (or 
(fas 4-day event- The workshop 
dispels ttn mystique of coses, worktafl 
through the case teaching process 
using- 

• Small group drscusaons 

• Plenary teaching sessions 

• Exercises/Teaching strategies 

• Teacirng simobtioiis 

Nonce and experienced teachers work 
together, discovering and sharing ideas 
•--.Inch wrl (take them more eflaaiva 
management educatore. 

Contact 1. Blake (UK) 

Tel: +44 (0)1234 752288 
Knaki.BlikaiHCDLnMflBldjuk 


JULY 17 & 18 

Modelling Risk Analysis with 
Spreadsheets 

Suitable for. Thotc involved in Risk 
Modelling, Rid, Managers and Exposure 
Limns. Also Technologist* & Middle 
Office staff. Covering: Role of Risk 
Department. Spreadsheet Applications of 
Risk, Scraitiviiv Analysis. VaR. Monte 
Carlo SbnubUM. iYaMg Models. £5Sl + 
V.IT 2 Days TFL Taming 
Tel: *1171 600 2123 Fas: 0171 600 2751 
Email: SalM&tfl -training demon «xnk 
LONDON 

JULY 21-23 
Evaluating Banks 

• Banking Supers isrua and Regulation 
e Frcnvul information e Key Ratios aid 
Capital Adequacy • Mirkal. E c onom i c. 
Stvial ondTcuhnohsial Risks * Couffy 
Risk Analysis • Emerging Markets 

• Rating Agam 3 Day»£S25 + VAT. 
Contact: Fahpbcc 

Tel: UI7I 623 VIII Fat: 0171 623 9112 
Internet: hnjx//* ww. fairptactcom 
Email: birplaceg'EuipEKexom 

LONDON 


AUGUST 11-13 
Understanding Derivatives 

Fundamentals to Derivatives Markets. 
How to hedge or leverage exposures on 
interest rates, currencies, equities and 
commodities using: • tatures • Options 
e Streps • Swaption • Exotics. 3 Duyi 
£825 + VAT 
Contact: Furpiace 

Tel: 0171 6239111 Fax: 0171 6239112 
web-site: bnptfwww.fahplaccxotti 
Email: fanplace^falrplaccaxan 

LONDON 

AUGUST 19 

Maximising the Performance 
of your OUTSOURCING Peat 
This workshop I* invaluable for those 
who arc evaluating outsourcing and 
wish to understand (he performance 
dynamics in order to get maximum 
value from their deal. For further 
information contact Gareth Jones at 

.III.. 

Email: gjones® monadiwclLoo.uk 

LONDON 

SEPTEMBER 1-2 
Private Banking 

Covers at] areas of the private banker's 
professional environment - regulation, 
financial planning, asset management, 
offshore centres and risk vs profitability. 

• Products markets & competition 

• Client profiling • Regulating & u\ 
e n vi i o niu o m • Financial [flaming issues 

• Portfolio m a n ag ement • Relationship 
management 0 Account profitability 
BPP Training it Consultancy 

Tel: 0171 628 W44 Fax: 0171 628 7818 
Email; BPPTnuningg'cooipuscrve^om 
LONDON 

SEPTEMBER 10 & 11 
FT World Motor Conference 

This major uibnwtiw cxxifcrencc brings 
together prominent figures to discuss 
recent developments in the international 
motor industry. Speakers include: Peter 
Hetiraan. TRW (k. Jack tokowski, Atian 
Strategic investment Corporation. Prof. 
Dr-Ung Ulrich Seiffcrt. Wjcech 
Engineering Ben Rosen. Rosen Mason. 
Centner Sian Fancoutt. FT Conferences 
Tel: (+441 171 896 2626 
Fax: (+44) |7I 896 26W2697 

LONDON 

SEPTEMBER 15 & 16 
World Stainless Steel 
Chief Executives from KTN, Acerinox. 
L’ginc. Jindal Strips. Allegheny 
Teledyne. Sandvik Steel. Blanco. 
Acesito. Fakonbndge. ELG Haniel. and 
senior executives Bora YUSCO. Armco. 
Samancw and R+acmcr will address 
this FT Conference, organised with 
CRU International. 

Enquiries: FT C on ference s . 

TO: +44 171 3962626 
Fax: +44 171 896 2696/2697 

PUSSELDORF 

SEPTEMBER 25-26 
FT Asian Telecoms - 
Assessing Business 
Ventures 

Investing in refccmnuumicmkn ventures: 
strategic alliances, competition analysis, 
inicr-coonectioa. comparing digital 
technology standards. 

ConEKC Samantha ledger. FT Conferences 
TcL (+65) 323 6373 tax: 1+65) 323 4725 

c-nadssranryt^pejvon-fxiicornjg. 

SINGAPORE 

SEPTEMBER 26 
First Russia/East Asia 
Investor Forum 
Timed to coincide with the World Bonk 
annual meeting, the conference will 
examine the host political and economic 
developments in Russia. Speakers will 
include gov ernm e n t members as well as 
representatives from leading investment 
tank. Ancndara by invitation tatty. 
Oman: Vicky Gibb. Sachs Associates 
Tel: +44 171 583 7711 
Fax: *44 171 583 2455 
HONGKONG 

OCTOBER 2 &3 
The 9th FT Worid Motile 
Comnurucafon s 

Speakers include: Stephen hath. Cable 
and Wirelen pic, Toma Duffy, Telia 
TUbhwl FSynyiAi Twptmau. NTT MoHc 
Cammunjcaiiwts Nctwrefc Inc, Allen Mb. 

Tdecom C5L; Jdm CCrongton. 
Moitie Systems kutnatiflw l pte. 

Contact: 5 bn Fancoun. FT Conferences 
Tel: +44 171 896 2626 
Fax: +44 171 896 26*02697 
e-mail: sen^pcanon-iKUKKn 

LONDON 


Conferences 

& 

Exhibitions 


OCTOBER 8-0 
Offset UK 1997 
The most impo r tant conference of its 
type ever to be held in the UK, and 
being organised by the DMA. the 
BDMOG and the Welsh Development 
Agency, with MOD (UK) support. All 
foreign companies with Outstanding 
Offset Obligations to the UK are being 
invited to participate and meet potential 
Britnh suppliers. 

Contact: Mis Toni Adnants 
Fax: 0142S 601567 

LONDON 

OCTOBER 13 
FT-Cfty Course 
This course provides an excellent 
introduction to the wakings of the City 
of Loudon u a financial and trading 
centre in Europe. Authoritative speakers 
include: Mr Nigel Richardson. Yamakhi 
international 1 Europe) Limited: Mr Paul 
Hex, UFFE: Mr David Coleman. CBIC 
Wood Grundy pic: Mr Clive Longhunt. 
Association of Britiah Insurers. 
Enquiries: Lucinda Roberts. FT 
Conferences Tel: 1+44) 171 896 2626 
Fax: I+44J 171896 2696/2697 

LONDON 

OCTOBER 14 -16 
TeleCom Power Europe "97 
Commercial Telecommunication* 
for Electric Utilities - Conference 
& Exhibition 

Contributors: EC. Norweb, Encrtel. 
Encrgis, Aliatel. Tel-Energo. Enltel. 
Bayemwerk Netcom. RWE Telliance. 
Kyushu Electric Power. Yorkshire 
Qrxtricijy. 

High level! PCnnWell C&E. 

Bly Krcijkcs Phone: M 1-30-26 50 963 
Fix: *31-30-26-50.928 

Am ae r da ny THE NETHERLANDS 

OCTOBER 23 & 24 
European Economic and 
Monetary Union: The Politics 
and Practicalities 

Keynotes: Eddie George. Gcftanoc Bark 
of England and Sr Lena Britton. Vice 
Plewta*. European Cutrurastioa. lie wH 
be a tandy opportunity to meet wuh expens 
shaping the EMU process as the key 
decision on the first wave entrants 
approaches. Erepariec: Sharon Moore. RDA 
Tel: +44 1719575700 
Fax: +44 171 321 2045 

LONDON 

OCTOBER 27 

Iheteid FT Diamonds Cottiorence 

Reviews mining, financing and marketing, 
and di s cu s s es trends In major consumer 
markets. Confirmed speakers include 
Mr Stephen C Lustier, Dc Beers, 
Dr Joseph Lazarevich. Department of 
En£aa Affairs A Northern Development, 
Mr Mke Madrefi, Aigyte Dumonds end 
Mr Mark Cockle. Diamond International. 
Contact: Sarah Gibb, FT Conferences 
Tel: +44 171 8962630 
Fax: +44 171 8962696 
Email: saiahs^pcanan-macom 

LONDON 


Utility Congress * 

Winning Uib Revolution 

Utility week magazine m 
association with C$$A have 
organised a two day conference 
and exhibition to provide an 
opportunity for anyone with an 
interest in utility matters to 
learn how other industries have 
coped with the deregulation, 
competition and revolution that 
utilities hi Britain and worldwide 
now face. 

Senior executives ol worldwide 
utility companies, their 
business partners and related 
industries wfll discuss key 
issues facing the utility industry. 

Coated: Angola Jobs ob 
Tek 0181 65Z 3818 


NOVEMBER 5 & 6 
A New Century In Publishing 
Confirmed speakers include; The Rt 
Hon Michael Hesetine MP: Nigel 
Stapleton, Reed Elsevier. Marjorie 
Saidino, Pennon pic; Michael Lytuon, 
ftnguin; Max Hastings. Editor in Chief, 
Evening Standard; Ms Doretha Coecoli 
Palsho. President, Dow Jones 
Interactive Publiihing.Enquiries: FT 
Conferences Tel: +44 |7I 896 2626 
Fax: +44 171 896 2696/2697 e-mail; 
sianfl&peaisan-piDxom 

LONDON 

NOVEMBER 11 & 12 
The 9th Annual FT Petro- 
chemical industry Conference 

Organised In association with Chemical 
Matter*, the 1997 FT Petrochemical 
Industry conference will review 
developments in world markets end 
challenges facing this key industrial 
sector. For further deoils please contKt 
Sarah Gibb. FT Conferences: 

Id +441718962639 tax +44 171 8K2696 
E-mail saratiggpeanco-proxoai 

LONDON 

NOVEMBER 20 81 21 
FT European Monetary Union 

This conference will focus on the 
economic impact of EMU. dir operations 
framework - how cwrency stability will 
be maintained, as well as the strategic 
implications for commercial banks, 
merchant banks and the major 
corporates. Enquiries: Lucinda Roberts, 
FT Conferences Tel: +44 171 896 2120 
Fax: +44 171 896 2696/2697 
Email: Iwmdai^panon-proxofn 

Soathwark Bridge. LONDON 


Conferences 

& 

Exhibitions 


DECEMBER 1 & 2 
FT World Telecommunications 
Confirmed speakers include: Sir Peter 
Bonfleld CBE. BT. Richard Brown, 
Cable and Wireless. David Twyver. 
Tetcdisc Corporation, John Sidgmore, 
UUNET Technologies: Reed Hindi, 
Federal Conmrunications Commiulon; 
Andrew Sukawaty. Chief Executive 
Officer. Sprinr PCS (USA). 

Oxitact Stan Faaooun. FT Conference* 
TO: 0171 896 2626 Fuc 0171 896 2696 
Email; riaafl&peanon-pnusm 

LONDON 

DECEMBER 3-5 
Venture Forum Europe *97 

This year's Forum - the eighth in ■ 
series arranged by FT Conference* and 
Venture Economics - win bring together 
expert speakers 10 discuss latest 
developments In the European venture 
capital marketplace. 

For further details please contact 
Sarab Gibb. FT Conferences, 
■fcfc +44 17] 8962£»firc +44 17! &62»6 

LONDON 

DECEMBER 8 & 9 
FTWoridftj*P & P^por Conference 
Uib krataborai evert wffl (baa on teuo 
about the Pulp and Paper Industry, iheir 
aistonrri and snkflsnx Ottincd yo b n 
indude: Mr Betty Knock. Group Fanoe 
Director, April: Mr Masahiko Ohkirat, 
fVcsUoa, Cg ffcfw Co. Lattkd: Nfr Eugor 
vanAs,QBaman£CEO,S^pLkL 
Cmax Luanda Roberts, FT Conferences 
Td:+44 171 8962120 
Fax: +44 171 896 2696/G697 

LONDON 


THE BRADFORD MBA 


Today’s managers are required 
to display an increasingly diverse 
range of business skills. To obtain 
them, a flexible mode of study 
is essential: one that suits your 
needs, and b built around 
your own personal development 
plan. After all, how can a fixed 
mode of study suit the dynamic 
needs of the modem manager? 
The Bradford MBA comprises 
a foundation in a wtda range 
of functional disciplines, an 


integrative core which focuses on 
how companies can effectively 
manage across functions, and a 
selection of options drawn from 
a range of up to 40. to this way 
'you can develop knowledge and 
sharpen decision making skills 
in disciplines relevant to your 
own development. So, for a more 
flexible MBA. talk to Bradford. 
After all why study an MBA 
that hasn’t studied jmu? For more 
information, or a foil time 
prospectus, call 01274 384 373. 


THE BRADFORD MBA 


IT’S FLEXIBLE, 

SO YOU DON’T HAVE TO BE. 

Th< Uniwzntty of Bradfwd Management Centre. Emm Lane. Bradford BD9 4JL Wat \takshirB, UK. 
Telephone 01274 384 393 Rue 01274 546 866. httpvTu'ww. bradw. ufc/acad'nuncxTV 


Conferences 
& Exhibitions 


The Conference & Exhibitions page appears every 
Monday listing the latest Conferences, Exhibitions, 
Seminars in the UK and abroad. 

Advertise your conference to an unrivalled 
business audience by using tills section. 

For Information please contact 
Vivienne Eka 

Tel: +44 171 873 3507 Fax: +44 171 873 3098 




francs 
Germaiy 
Groece 
The N&iertands 
Portugal 
Spain 
SMCroriwx/ 


Business Administration Portugal 

♦ Small groups ^ Spai n 

Communications & PR s*****™/ 

♦ IndMduai supervision B^2018 

Infonnctfon Systems iStiSSSlSS 

♦ htemattona! student body £-ma& E 1 nuniaepophost.gijn 3 t.be 

Hotel Management mw^TaSTSSSSS 

♦ inter-campus exchange Tel: + 41 C2) 939 04 30 

European Languages 


Financial Times 


1 placement rate 


Internet: www.euruni.be 


LANGUAGE COURSES 


advertise contact Vivienne 



FAST EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Did your last meeting overseas go as weH as you had 
hoped? to? Why not? DM you lose out to a competitor 
who did speak the language of the customer ? 
Don't let tt happen again - 

Call BEfttJTTZ for details of ’Doing Business In’ . 
French/German/Spanlsh NOW on 

0171 - 91S 0909 
0121 -643 4334 
0161 - 228 3607 
0131 - 226 7198 


Helping the Worid Communicate. . 


yvnralfttiog 

Jawymiog 

too introduced new mid-week 
and week-end courses ia 

COMMUNICATING 
IN RUSSIAN 

» Develop language skills 
s Undersand burinea mentality 
9 Increase competitive edge 
> Stay in control 

Td:+ 44 1628 680 698 
Fax: +44 1628 823 58$ 
Courses may be held in 
your office or in a quiet 
country retreat 


To advertise in 

Language 

Courses 


contact Vivenne 


RUSSIAN 


LANGUAGE COURSES 

in St. Petersburg, Russia 
http^Asww^rn/ediicacemrB 

■Pure RUSSlANr Courses; fom 
Beginners to Proficiency^ General, 
Business, Executive and Special 
Courses: Accommodation, visas 

EDUCACENTRE 

Call: 812-2741220 
81 2 - 2741 528 (Fax) 

ftosBtei hi broBriai C&pM of fearia 


■JJl REGENT 


LANGUAGES 
FOR BUSINESS 

♦ Taiored tuttron lor business oeopfe 
» Cmms lor howduats and groms 

♦ h company or a ora conras «i 
London. Oxford. Brighton and Kent 

♦ Expert teacfwg m over 40 
languages hriudri* Engteti 

Ragwrt Uopapbone . . 

5 Percy Street London W1P 9F9 
Telephone: 02 71 637 8041 
Fto 0171 580 0122. 


3507 


3098 
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ADVERTISING 


One company, 
two products 

Alison Smith on a campaign by Pirelli - best 
known for tyres - to promote its cables 


T ravellers at JFK air- 
port in New York 
this autumn will 
find it hard to 
ignore giant posters showing 
two babies joined by an 
umbilical cord. 

The poster, with the slo- 
gan, “Life is nothing without 
connections", is an adver- 
tisement not for nepotism 
but fbr the cables operation 
of Pirelli, the Italian tyre 
giant. 

North America will be the 
second phase of the cam- 
paign, which began earlier 
this month at Asian airports 
including Singapore, Bom- 
bay and Beijing, and is set to 
move into Europe. 

The campaign highlights 
the question of bow for a 
company strongly associated 
with one of its businesses 
can raise the profile of 
another core operation. 


Following Pirelli's foiled 
1991 attempt to take over 
Continental, the German 
tyremaker. Marco Tronchetti 
Provera - now Pirelli chair- 
man - restructured the busi- 
ness to focus on tyres and 
cables, which now produce 

broadly equal sales. 

An ad campaign for tyres 
showing US athlete Carl 
Lewis wearing red spike- 
heeled shoes and with the 
slogan “Power is nothing 
without control" began in 
1994. Pirelli believes that its 
cables are now so advanced 
as to be worth the launch of 
the new campaign. 

On one view, the new cam- 
paign faces a tougher task in 
associating Pirelli with 
cables because the latest ver- 
sion of the tyre ad campaign 
is currently running on tele- 
vision internationally - 
including Asia - with a 


media spend of more than 

£ 20 m. 

But Young & Rubicam 
Europe, which devised both 
cppi ppig ns, insists that the 
cable ad will not be over- 
shadowed by the more exten- 
sive tyre advertising, 
because they are aimed at 
different markets, and 
because the slogan in the 
tyre ad reinforces the line 
for the cable poster. 

David Gray, Y&R Europe 
director of business develop- 
ment, says that while the 
tyre campaign is for the gen- 
eral market, the cable ads 
are directed at “senior exec- 
utives and board members 
who will be asked to approve 
cable projects, in order to 
create in their minds a posi- 
tive image of Pirelli 
systems". 

He says that targeting is a 
new approach in telecom 



Birth of a campaign: the poster for Pirelli cables is aimed at senior executives 


and cable advertising. “It's 
normally focused on special- 
ists and is quite 'techie', 
with detailed drawings or 
wonderful photographs of 
the inner workings of the 
product.” 

Pirelli describes the cam- 
paign as ambitious, and says 
that though tyres and cables 
may seem unrelated, the two 
products share co mm on 
brand values of 


innovation and technology. 

The pattern of the tyre 
campaign suggests that the 
cable ads will be adapted for 
television at some point, 
while the company’s empha- 
sis on Innovation suggests 
that it may try to breathe 
life Into the traditional 
medium of billboards. 

The scope of the cables 
campaign has not yet been 
decided, but at present Is 


small-scale compared with 
the spending on the tyre ads. 

Given the vivid pictures 
these have produced - let 
alone the enduring link with 
the glamour calendar the 
company has published 
since the early 1960s - the 
Pirelli babies will have to 
grow fast if they are to make 
the business known, as a 
cable supplier rather than 
for its other associations. 


T he global brand now 
exists, but does tbe 
global consumer? 
Creating effective 
international advertisements 
remains the industry's Holy 
Grail. 

As business becomes 
increasingly international, 
production, packaging and 
design are following suit. 
But when it comes to adver- 
tising, a problem arises. 

"As the potency of tradi- 
tional media decline on a 
daily basis, this makes 
brand-building locally more 
costly and brand building 
internationally more cost- 
effective," says Nick Brien. 
managing director of Leo 
Burnett. 'The challenge for 
advertisers and agencies is 
finding ads which work in 
different countries and cul- 
tures." 

For proof, look no further 
than the annual interna- 
tional advertising festival 
which took place in Cannes 
last week. Representatives 
from agencies around the 


ADVERTISING 


Think globally, act locally? 

Meg Carter on the challenges of promoting international 
brands highlighted by last week’s festival in Cannes 


world gathered to vote for 
the year’s best print and TV 
ad. The top honours went to 
a commercial by Para diset 
DDB for Diesel clothing and 
a Mercedes-Benz poster by 
Leo Burnett 

Agreeing which ad was 
best, however, proved as 
troublesome as ever. And 
□one of this year’s winners 
was specifically designed as 
an international ad. 

The judging process ech- 
oes the procedures associ- 
ated with creating interna- 
tional ads in most 
multinational agencies. “A 
committee of people consid- 
ers a number of different 
ideas, then agree on the one 


fewest people object to,” 
says Simon Anholt manag- 
ing director of World Writ- 
ers, the international cre- 
ative agency. 

“Most people think lan- 
guage is the problem - that 
so long as an ad can be 
directly translated into dif- 
ferent languages, it will be 
fine. However, it’s culture 
which counts. Understand 
that and get it right, and the 
language follows.” 

To create an ad that will 
work In more than one mar- 
ket, an agency must find an 
idea that can be understood 
by consumers in each of 
those markets, Brien says. 

Thomas Gad, creative 


director of Observera Grey, 
Stockholm, which won a 
gold award at Cannes last 
year for a commercial for 
Swedish airline SAS, agrees: 
“To work, an International 
ad must get down to the 
basic psychology of human 
nature. Word play or play on 
cultural characteristics will 
always have a problem trav- 
elling abroad.” 

However, Gad identifies a 
second trend which is 
becoming increasingly rele- 
vant “At the same time as 
this global tendency, there is 
a growing local tendency. 
It's becoming increasingly 
important to understand the 
requirements of both.” 


Just how well agencies are 
rising to this challenge is 
debatable. Brien insists 
agency networks like his are 
creating effective interna- 
tional campaigns for clients 
such as Kelloggs and 
McDonald's. 

Anholt however, believes 
many advertisers are 
unhappy with the multina- 
tional agency networks. 

“A centralised client 
wants a centralised creative 
approach," he insists. “Many 
multinational agencies are 
expensive and unwieldy. 
Just because they have 
offices throughout tbe world 
does not mean they are best 
structured to incorporate 


local cultures and under- 
standing in tbe creative pro- 
cess.” 

Clients have two options: 
to use a single agency net- 
work for an their needs - 
the route chosen by Gillette, 
IBM and Volvo: or to work 
with a number of agencies 
picked for their sktn. 

The latter approach has 
been adopted by Coca-Cola, 
Levi's and Polaroid who, in 
the UK, work with local 
agencies who. in turn, work 
with World Writers. World 
Writers provides art direc- 
tors and copywriters based 
in London to create, interna- 
tionally relevant and appro- 
priate ads. 

It is an approach a number 
of agency networks are try- 
ing to emulate, Anholt 
claims. “Over the next five 
to 10 yean, we will see big 
networks trying to get alter- 
natives to the big network 
structure In order to create 
international campaigns to 
keep their costs down to tbe 
advertiser,” he says. 


Martin Sorrell - Commentary 

The future 
lies abroad 


Over the past year, WPP has 
started up market research 
busin esse s in f^irra Indon- 
esia and South Korea. We 
have set up a joint venture 
in healthcare marketing ser- 
vices in Japan. Earlier this 
month we bought the largest 
sales promotion and direct 
marketing agency in 

Taiwan. 

These initiatives are a sign 
of our commitment to the 
so-called “emerging mar- 
kets”, more aptly named 
fast-growing markets. 

Asia Pacific, Latin Amer- 
ica, central and eastern 
Europe, Africa and the Mid- 
dle East accounted for about 
one-fifth of WPP's business 
last year. This year they will 
account for almost a quarter, 
and in five years time, I 
would be disappointed if the 
proportion were not at least 
one-third. 

It seems to me that 
consumer-driven businesses 
in the west are preoccupied 
with the development, or 
lack of it . of our own mar- 
kets and so miss out on 
opportunities elsewhere. 

Unilever is a rare excep- 
tion among multinationals 
in setting the objective that 
half of Its business comes 
from Asia Pacific, Latin 
America, Africa and the Mid- 
dle East within five years. 
Instead of the one-third cur- 
rently generated. 

It also seems to me that 
most major multinational 
businesses are not pursuing 
global strategies In the way 
they would have us believe. 
The average USbased multi- 
national stiD derives only 20 
per cent of its sales from out- 
side tbe US. Coca-Cola is the 
exception not tbe rule, with 
80 per cent of its business 
outside the US. 

1 Yet over tbe next 10 years 
worldwide geographical 
expansion must be a strate- 
gic priority. Many consumer 
goods and services compa- 
nies promise growth of 5, 10 
or 15 per cent in earnings 
per share or a similar mea- 
sure. When the world's popu- 
lation is growing at less than 

2 per cent a year on average, 
this means finding new 


International opportunities. 

As we have seen In the 
case of Vietnam, with a mar- 
ket of around 75m people, 
and with South Africa and 
its market of around 40m 
people, unprecedented for- 
eign investment flows in as 
soon as political conditions 
allow. The same will be true 
for Burma's 45m people mar- 
ket and Cuba's lim people. 

As a result of greater eco- 
nomic stability, more wel- 
coming governments, and 
harder working people, Asia 
Pacific still retains the lead 
in terms of interest among 
multinationals. Latin Amer- 
ica is a close second. 

Within Asia Pacific, only 
China remains an enigma, 
with significant revenue 
growth but limited profit- 
ability. 

Western businesses should 
not assume that these man 
kets are simply awaiting 
their arrival 

Besides the d ominan t Jap- 
anese finanrfai institutions, 
some of the leading Korean 
chaebols. - conglomerates 
such as Samsung, Hyundai, 
LG and Daewoo - have 
grown as big as or bigger 
than IBM In a shorter tune. 

President Foods, one of the 
world's biggest food compa- 
nies, based in Taiwan, and 
San Miguel, the Philippines- 
based brewing company, are 
both capable of developing 
global brands. 

Latin America is also wit- 
nessing the development of 
significant global forces. In 
the media and communica- 
tions sector, for example, the 
Azcarraga family, the Mar- 
inhn family and John 
Malone of TCI have all col- 
laborated with Rupert Mur- 
doch on pan-regional pro- 
jects or companies. 

Against this background, 
if we in western companies 
don't develop our busi- 
nesses, products and ser- 
vices in the new, faster- 
growing markets, we will 
ultimately suffer competi- 
tively as the growing forces 
invade our own backyards. 

The author is chief executive 
of WPP Group. 
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INVITATION SUMMARY 
OF AN INTERNATIONAL PUBUCTBtDBI 
FOR THE HIGHEST BID CONCERNING THE SALE 
OF THE TOTAL NUMBER OF SHARES (3134%) OF “HELLENIC 
STEEL SJL" HELD BY ETBA (3(L83%) AND ETEBA (&51%) 
The HELLENIC INDUSTRIAL DEVELOPMENT BANK SA (ETBA) 
sharaboldar by 30.83% and the NATIONAL INDUSTRIAL 
DEVELOPMENT INVESTMENT BANK SA (ETEBA) sh arehold er by 
2.51% of the company under the firm named HELLENIC STEEL SA 
hereinafter referred to as “the Company* invite Interested parties to 
submit Offer* tor toe purchase at Pro Company's total number of shares 
held by ETBA and ETEBA. 

1. THE COMPANY 

The Company, leader In (he domestic Industry, fs baaed In Ionia, 
Thassalorlki, where K owns a plant manufacturing Rat cold - rolled 
galvanised and tin -coated steel products etc., whflo it also has offices to 
Athens. 

2. WVTTATK3N TERMS 

This invitation Is addressed to any parties Interested In purchasing 
3204% [La.. 7, 241,238 common registered shams) of the Compraye 
total shares. Such parties, after submitting to ETBA at the address stated 
below a written expression of Merest (in which they shad also present 
general infor ma tion of Urn In tere s te d parson, company or Jotot venture) 
and after signing a ConfidantiaWy Agreement, we receive to® detailed 
Invitation to Tender, the relevant Information Memorandum, as well as a 
draft Letter o! Guarantee. 

The BINDING OFFERS tor the purchase of Iha shares accompanied by 
a Letter of Guarantee, the terms of which are stated In the detailed 
Invitation te Tender, shall have to be submitted to ETBA in seeled 
envelopes by Thursday 31 Jitiy, 1997 at 14.00 hours. 

It Is noted that the main shareholders of the Company reserve their 
preemptive right as mentioned in the detailed Invitation . 

Information and offer evaluation criteria are inducted to the detailed 
(nvftatton to Tender, Interested parties may visfl the Company's tacSftfe® 
to Ionia, Thessatentid (Tel: +30-31-780 102), following a relevant 
arrangement with the Company. 

HELLENIC INDUSTRIAL DEVELOPMENT BANK SA 
Holdings and Equity Participations Division 
87 Syngrou Ave. 117 45 Athena 
Tel: (+30-1) S294B14, 928481 B, 9242900 
Tetoe 215203 ETVAGft, FAX: (+30-1) 9284334, 3241513 
V^^^__Atei^^LAp^gopQutoS^4rLMd^udaW8 


NOTICE TO HOLDERS Of 

UNITED MICROELECTRONICS CORPORATION 
US$ 160,000,000 1.25% BONDS DUE 2004 
Ohe “Bonds”) 

NOTICE IS HEREBY GIVEN that pursuant to Clause 6(A) (c) of the 
Trust Deed between the Trustee and United Microelectronics 
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we hereby notify you that the company has declared a stock 
dividend in 1997. 

A resolution promising that the Company declare a stock dividend 
to its holders of common shares (Le. The bolder will receive 0.3 
common shares for each common share be/she holds) has been 
considered and approved at the Company’s Annual Shareholders 
Meeting, which was held on June 24, 1997. 

The distribution will result in an adjustment of the Conversion 
Price. The Company will give further notice with respect to the 
Adjusted Conversion Price tn accordance with Clause &(C) of the 
TrustDeed. 

United Microelectronic* Corp. 
By: Robert Tsao 

Chairman 1 




Lloyds TSB Group pic 
(formerly known u T3B Gnmp pie) 
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£100,000,000 Perpetual Floating Rate Notes 

Notice b horeby given fhof Ae Rate of Interest ho* been fiwd of 
7,65938% and mot the interest payable on the relevant Interest 
Payment Date September 30, 1997 against Coupon NaJO in 
respect of £10,000 normaol amount of Notes vril be £193.06. 
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MARKETING / ADVERTISING / MEDIA 




Lion city seizes its chance 

lames Kynge on Singapore’s efforts to woo media networks from Hong Kong 


S ingapore Is not an obvious 
magnet for the world's 
media. Foreign newspapers 
and magazines sold there 
have frequently fallen out of official 
favour, some have had limits placed 
on their circulation and others have 
had to pay hefty legal damages. 

The pressure on local and foreign 
journalists to comply with the gov- 
ernment viewpoint is unending, and 
those reporters who cross certain 
boundaries risk the cold shoulder or 
an unpleasant dressing down. 

Yet Singapore is now trying to 
take over from Hong Kong as Asia's 
media hob. One of the main reasons 
for this is Hong Kong's return to 
China. 

"You can criticise Singapore for 
limiting press freedoms but you 
have to admit that at least the rules 
here are consistent and transpar- 
ent.” says one executive with a for- 
eign media company. 

"Hong Kong after July l is opaque, 
an unknown quantity. There is an 
inherent risk that things will rapidly 
get worse for the media there." 
added the executive. 

Ominous statements emanating 
from Beijing have done nothing to 
allay the disquiet. The 1989 crack- 
down on pro-democracy demonstra- 
tions in China was accompanied by 
warnings that Hong Kong must not 
become a base for subversion of 


the mainland's communist system. 

More recently, Qian Qichen. Chi- 
na’s foreign minister, was reported 
as saying that the Hong Kang media 
should not propagate "rumours or 
lies" or make personal attacks on 
Chinese leaders. 

Singapore, as ever, was not slow to 
spot an opportunity. It dispatched 
officials on delicate assignments to 
woo the foreign media in Hong Kong 
- but to do so without disparaging 
the British colony, annoying China 
or undermining confidence in 
the territory at such a critical 
time. 

They offered financial incentives, 
stressed the city-state's excellent 
communications and transport 
infrastructure and gave guarantees 
that intrusions into editorial 
freedoms would be kept to a 
minimum. 

“We try to provide a conducive 
operating environment for broad- 
casters. an important part of which 
is a clear and transparent regulatory 
framework.” says George Yeo, minis- 
ter of information and the arts. 

"We must always remain pro- 
business. Whatever censorship is 
necessary must be carried out sensi- 
tively and selectively, and with a 
light touch." 

The initiative has made headway, 
especially in attracting the broad- 
cast media. Last year the media and 


communications media recorded 
business spending of S$400m, 51 per 
cent up on the year earlier. 

The success has come despite com- 
petition from Taiwan the Philippines 
and T hailand. 

ESPN Asia, a subsidiary of the 
Walt Disney Company of the US, 
moved its regional headquarters 
from Hong Kong to Singapore early 
last year. 

Star TV, a subsidiary of Hong 
Kong-based News Corp and the larg- 
est free-to-air satellite television net- ' 
work in Asia with a reach of 220m 
people, is to move some of its 
operations soon. 

R euter, the UK-based news 
agency, is in the process of 
moving its Asia editing 
desk from Hong Kong to 
the Lion city, though the company 
denies that this has anything to do 
with the handover. 

JET TV. which is backed mainly 
by Sumitomo Corp, became the first 
Japanese broadcaster to move to 
Singapore when it established an 
office in May. 

Colin Binny, president of UTV 
International, a broadcast company 
owned partly by Rupert Murdoch 
and partly by Pincus Warburg, a US 
investment bank, says his company 
has been given a seven-year tax holi- 
day as an incentive to locate in Sing- 


apore. The one-stop regulatory body, 
the Singapore Broadcasting Author- 
ity provided work permits in 48 
hours for visiting production staff. 

The quick production turnaround, 
time and ease of communications 
from Singapore meant that UTV has 
recently shifted the production of 
Air India's in-fiigbt videos from 
India to Singapore. 

What effect will -this Influx have 
on the people of this puritanical 
island where less than a decade ago 
satellite dishes were forbidden and 
where access to some "undesirable” 
internet sites is still barred? The 
answer appears to be that it may 
have less effect than many think. 

Most broadcasters and other 
media companies use Singapore 
merely as an operations base and do 
not beam programmes to audiences 
on the island. That state of affairs 
appears to suit the local 
regulators. 

For their part, many of the broad- 
casters have promised the SBA that 
they will exercise sensitivity in 
choosing what to broadcast to other 
countries of the region. 

"It is critical that we observe 
Asian sensibilities in doing our sto- 
ries. Local sensibilities are being fac- 
tored in." says Sidharth Bhatia, edi- 
tor at UTV, which delivers a 
once- weekly news programme to the 
region- 


Stephen McGookin • Website of the Week 



A rthur C. Clarke 
has been called 
many things in the 
course of the past 
half -century • usually 

involving such epithets as 
‘‘genius’* or “visionary". It 
seems natural, therefore, 
that Clarke is about to 
reach into the lives of the 
global audience through 
the- internet 

It is hardly an exaggera- 
tion to say that the science 
fiction -writer, environmen- 
tal advocate and futurolo- 
gist will be remembered by 
-his admirers as one of the 
-mbst jnfiiwntiai thinkers of 
the 20th century. 

Now in his 80th.. year, 
Clarke’s latest book. 3001 - 
The, Final Odyssey is as 
thought-provoking: • as his 
1948 story The Sentinel, the 
forerunner to his classic 
2001 - A Space Odyssey. 

His prediction in 1945 
that a system of three geo- 
stationary satellites In the 
right orbit could provide a 
global communications sys- 
tem has been strikingly 
realised. 

The Arthur C. Clarke 
Foundation, established 
two years ago by the scien- 
tist's brother to ensure that 
archive material was pre- 
served, has set up a web 
site - www.acclarke-co.uk — 
dedicated to the topics 
that have driven Clarke's 
work 


As well as a detailed his- 
tory of his life, visitors to 
the site will he able to 
track scientific develop- 
ments in four areas: Com- 
munications, Futures, 
Space and the Oceans. 

The communications cat- 
egory, which has been 
sponsored by Cable & Wire- 
less for £50.000 - one of the 
UK’s largest Web sponsor- 
ship arrangements - is the 
result of a year-long 
research effort and traces 
the history of communica- 
tions from 1793 to the 
present day. 

The site has been con- 
ceived by London-based 
designers CeqnelFIus and 
editorial director John May 
calls it “an organic encyclo- 
IjefUa”, with 40.000 words 
and 200 images. 

C larke himself says 
the stte is “both a 
metaphor and a 
symbol of the 
unfolding digital revolu- 
tion". 

He adds: “For the first 
time we can begin to see 
the tangled web of influ- 
ences, technologies and 
ideas that have now con- 
verged to create a global 
communications network 
In time for the new millen- 
nium.” 

Haying lived m Sri Lanka 
since 1957, Clarke is partic- 
ularly aware of the impact 


that the new communica- 
tions technologies are hav- 
ing on the developing 
world, a subject on which 
he is due to address the 
leaders of Association of 
South East Asian Nations 
in December. 

“When the printing press 
was invented, people said: 
‘What's the use of printing 
when only a few people can 
read’." 

Now, he says, the explo- 
sion of information 
exchange and internet 
activity will continue as 
communications become 
cheaper. 

“There is nothing we 
can't do now that we want 
to. The restraints are 
entirely economic and polit- 
ical." 

While he acknowledges 
that the internet in its cur- 
rent form can be frustra- 
ting and time-consuming 
when users are searching 
for specific material, he 
says: “Overall, our aware- 
ness of ourselves as a spe- 
cies will be enhanced by 
this technological evolution 
from stone, ink and paper 
to satellites, television, 
telephones and computers. 

“People in virtually all 
societies will, by the first 
decade of the 21st century, 
be able to communicate 
through these new broad- 
band digital networks and 
Information highways.” 


DIRECT MARKETING 


Ogilvy’s one-stop shop 


O gilvy & Mather 
Direct, the direct 
marketing net- 
work. is reorgan- 
ising its business to bring 
Its database, tele- 
services and loyalty consul- 
tancies back into the main 
operation which is to be re- 
named OgilvyOne World- 
wide. 

The change, to take effect 
from tomorrow, will mean 
business’s 1,500 staff In more 
than 80 offices adopting a 
common approach to clients. 
A unified information sys- 
tem will be introduced in the 
most important offices 


by the end of the year. 

At the same time, the net- 
work has been increasing 
the proportion of senior con- 
sultants it employs, to try to 
ensure that it can deal effec- 
tively with clients at board 
level. 

Nigei Hewlett, chairman of 
O&M Direct in London, says 
that the pressure for change 
has been building up over 
the past six years, but that 
the company realised the 
need to bring together the 
services offered by these 
O&M businesses only 
within the last 12 to 18 
months. 


“We have to be customer- 
centric, and make the range 
of what we can offer more 
accessible to clients.” he 
says. 

“We also want to bring 
together the different reve- 
nue agendas oT the different 
businesses." 

Rory Sutherland, creative 
director of O&M Direct in 
London, argues that “you 
can’t be a small ‘hot shop’ in 
direct marketing as you can 
in general advertising, 
because clients are increas- 
ingly needing a full combina- 
tion of services". 

The services offered by 


OgilvyOne are intended to 
cover the full range of com- 
munications needs, includ- 
ing the information technol- 
ogy or call centre expertise. 

However, the change in 
the organisation will mean 
that what were previously 
separate consultancies are 
more restricted in how much 
time they can devote to seek- 
ing new business on their 
own accounts. 

Clients of O&M Direct 
include American Express, 
Cellent, IBM and Disneyland 
Parts. 

Alison Smith 


Tim Jackson • On the Web 


Curtains for cut and paste 



TrungDung. a 
2S-year-old 
software engi- 
neer in Bos- 
ton, Mass, bad 
a problem. His 
local Buddhist 
temple 
'■ wanted to 
send a mails hot to tbe 3.000- 
odd Vietnamese families in 
the area, and asked him in 
June 1995 to put his comput- 
ing expertise to work in gen- 
erating same address labels. 

Since 90 per cent of Viet- 
namese share the same 10 
family names. Dung realised 
he could find the raw data 
by pulling the addresses of 
all the people in tbe Boston 
area and matching those 
names from one of the free 
directory' senices on the 

World Wide Web. But down- 
loading the names and 
addresses 10 at a time, and 
then cutting and . pasting 
them into a database, was a 
laborious process. 

Surely, thought Dung, 
there must be a better way 
to retrieve information from 
the Web than this. 

Promoters of the internet 
are fond of describing the 
World Wide Web as a giant 
database - the world’s single 
biggest source of knowledge. 
But Dung was right: there's 
a flaw in this comparison. 

For the Web to become a 
database in the useful sense, 
cut-and-paste would become 
a thing of the past Instead, 
you would specify a 

cross-reference In a spread- 


sheet nr database that-identi- 
fies the place on the Web 
where a piece of information 
is to be found. 

The application would 
download the data automati- 
cally. displaying up-to-date 
information every time 
someone looks at it. This 
may sound like science fic- 
tion. to fact, it's now a com- 
mercial product, available 
from OnDisplay, a company 
In San Ramon. California 
that boasts Trung Dung as 
its chief technology officer. 

Between 1995 and 1996. 
Dung created a tool called 
PageAgem. which analyses 
web pages and extracts 
information from them. 
Staffed with an experienced 
team of professional manag- 
ers and funded by venture 

capitalists. OnDisplay has 
incorporated this tool into a 
product called CenterStage, 
which seamlessly integrates 
the Web into desktop soft- 
ware applications. 

The company’s website 
( iPicu-.ondisplay.com ) sug- 
gests several interesting 
uses. Equity analysts who 
normally- spend an hour 
each morning downloading 
data which they then refor- 
mat into research notes for 
clients can now find the 
information already in their 
spreadsheets when they 
arrive In the office. 

OnDisplay has already 
attracted some blue-chip cli- 
ents. it says a leading com- 
puterised reservation system 
is to use CenterStage to 


automate the updating of 
tariffs and service details 
from thousands of airlines 
and hotel operators. 

In future, the telesales 
people who interrupt 
Americans dinners to sell 
phone services could now 
have a one-page summary of 
the client’s usage habits to 
work from, drawn from half 
a dozen different mainframe 
databases into the window of 
a standard Internet browser. 

“We’re a start-up," 
explains Lloyd Brogan, 
OnDisplay’s vice president of 
business development. 
“Who’s going to take a 
chance on us? Not JlOOm 
companies that have to 
watch what they spend on 
coffee. 

“ft’s really big companies 
that see computers as a way 
to win a competitive advan- 
tage. Doing a pilot or proof 
of concept using our system 
costs between $50,000 and 
$100,000. in these sorts of 
companies, any mid-level 
manager has a budget to 
cover that" 

But OnDisplay is not 
alone. Another company, 
WebMethods of Fairfax, Vir- 
ginia, has h i nit a similar set 
of tools that do almost the 
same thing, but using the 

■lava prog ramming l.-in p ii^ g w 

WebMethods’s website 
(www.webmethods.com) 
includes an amusing demo of 
a service called Tracklt, 
which allows you to check 
the progress of a parcel 
delivery by any one of three 


companies - FedEx, UPS or 
DHL - from a single web 
page. 

Netscape has proposed to 
the World Wide Web Consor- 
tium a set of standards that 
would allow site owners to 
indicate what the informa- 
tion on their pages consists 
at and so make it easier for 
computers to retrieve St. 

Brogan believes this wOl 
expand the market for his 
OnDisplay’s services - but it 
also raises the risk of 
encouraging giants like 
Microsoft to trample their 
way in. 

I would have expected that 
tools for pulling information 
from all over the Web into a 
single place would tilt the 
balance back from publish- 
ers towards readers. But the 
most enthusiastic early 
adapters of the OnDisplay 
and WebMethods technolo- 
gies sees to be packagers of 
information, or big organisa- 
tions with gigantic quanti- 
ties Of information in their 
back offices which they 
would like to put to use In 
front-end marketing. 

It’s too early to make firm 
predictions. But OnDisplay 
and its competitors have at 
least a chance to revolution- 
ise the way we use the Web 
- and to make the internet 
into a database that is truly 
useful. And all thanks to a 
Buddhist temple in Boston, 
and its mailshot to the local 
Vietnames e community. 

tbnjadcsm@pobox.eom 
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BUSINESS TRAVEL 


Travel News ■ Roger Bi 


Montreal move 


Air Canada and other 
carriers will switch 
international flights from 
Montreal's newer Mirabel 
airport back to Dorval on 
September 15, ending an 
awkward split between the 
two airports. Domestic 
services have continued to 
fly from Dorval. 

Airlines hoped to make 
tbe change in time for this 
summer but were frustrated 
by a court injunction 
granted to a co mmuni ty 
group campaigning ag ains t 
the move. 

Mirabel, which is 55km 
from town and handles 


fewer than 3m passengers a 
year, has proved a white 
elephant Dorval is only half 
as far. and caters for twice 
as many travellers. 
Montreal's airport authority 
is spending more than 
C$350m f£i52m) to turn 
Dorval into a leading 
international hub. 


Winning ways 

Women are better at 
organising conferences than 
men, a new survey suggests. 
Men are tougher negotiators 
and are intent on getting 
the best deal. But women 
set out their requirements 


with greater accuracy and 
clarity - and are less likely 
to leave details until the 

last minute. 

London-based conference 
reservation specialist Banks 
Sadler questioned the 
managers of 50 venues, 
making sure that an equal 
number of responses came 
from either sex. 

It found men were seen as 
less likely to nap under 
pressure and showed 
sharper concern for 
punctuality. They were 
often keen to delay dinner 
for a half-hour or so to give 
delegates more time to nse 
hotel leisure facilities. 
Women were more anxious 
to see delegates well 
looked-after and were more 


concerned about security 
and hotel cleanliness. They 
will spot cup rings on a 
table, says the company, 
“whereas men want to get 
on with the coarse or 
meeting". 


survived the devastation of 
Berlin at tbe end of the 
second worid war only to 
burn down soon afterwards. 
But its XiT-room successor 
has the same Pariser Platz 

address. 


bacon or some other hot - 
breakfast. And nearly 
three quarters wooktrafixer 
eat It to the restaurant than 
in their rooms. 


Smoke-free flights 


Adlon reborn 


Morning blues 


Greta Garbo wanted to be 
alone at Berlin's Hotel 
Adlon. Albert Einstein 
enjoyed the view of the 
Brandenburg Gate When 
Chaplin came co stay, 
admirers ripped off his 
trouser buttons. 

On August 22 the Adlon. 
whose first guest in 1907 was 
Kaiser Wilhelm D. will be 
fully open again. 

It isn't the original, which 


Grouchy in tbe mornings? 
You're in good company. 

A survey by hotel chain 
Millennium £ Coptboroe 
shows that more than 50 
per cent of business 
travellers prefer to eat 
breakfast alone when they 
are on trips. 

Four out of five confess to 
eating more than usual 
when staying in hotels and 
56 per cem go for eggs and 


Kenya Airways has become 
the latest earner to . 
experiment with a ban on 
smoking. . . 

Folic wing research among . 
passengers, flights from 
Nairobi to Lusaka, 

Lilongwe, Dar es Salaam. 
Entebbe and Zanzibar are 
now smoke-free. 

But smoking is sdll 
permitted on other African 
and International services. 

Reaction to the ban will be 
reviewed after three months. 


Likely weather in the leading business 
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With fewer managers and more business overseas, a corporate jet can make sense, says Michael Skapinker 


E xecutives with S35m 
(£21 ,6m) to spend on 
a corporate jet are 
finding a growing 
number of companies ready 
to sell them ooe. 

Bombardier of Canada and 
Gulfs tream Aircraft and Boe- 
ing of the US are all offering 
new. long-range jets, capable 
of carrying the chairman, 
the board, or any other 
group of employees, non-stop 
from New York to Tokyo or 
London to Singapore. 

At the Paris air show this 
month. Airbus Industrie, the 
European manufacturing 
consortium, joined the 
throng, saying it planned to 
offer its A31S jet as a corpo- 
rate aircraft. 

All the manufacturers say 
that companies should not 
apologise for spending this 
amount on a jet. Companies 
have got rid of so many 
managers that the remain- 


Why a private jet 
is not a guilt trip 


ing executives have to 
spend more time than ever 
visiting factories and subsid- 
iaries. 

Business is more interna- 
tional and successful leaders 
cannot afford to spend time 
sitting at home. The problem 
is that travelling to the air- 
port, checking in. waiting for 
luggage at the end of the 
flight all take rime. 

Having a corporate jet 
means avoiding the queues, 
being able to have meetings 
aboard without being over- 
heard and arriving fresh 
enough to do business. 


Boeing, however, is pre- 
pared to recognise that not 
all shareholders, or journal- 
ists. will see it that way. 
There will always be people 
asking why the company is 
spending $35m on an aircraft 
when loyal staff are being 
made redundant. 

According to Borge Boes- 
kov. head of business jets at 
Boeing: “There is a ramp 
presence problem." 

In other words, people 
might notice the directors 
alighting from the air- 
craft and ask whether 
the money could not 


have been better spent. 

Buy a Boeing business jet. 
Boeskov says, and you can 
avoid these problems. Boe- 
ing's corporate jet. which it 
is developing with General 
Electric, also of the US. is 
based on the Boeing 7TT7. the 
world s best-selling aircraft. 
There are so many that 
nobody will nonce yours, 
says Boeskov 

“The 737 is a squatty 
little airplane just sitting 
there. There are so many 
around, people will just 
sav. 'Oh. there's another 
737’.“ 



Hybrid 

heliplane 





F or ihos* who (In nor 
need in flv great 
distances, (toeing is 
preparing, with fu»H 
Helicopter <rf the I’S. the 
Bell Boeing 60 S <h*ft). 

Tbe B08. which will go 
into service in 2001. Ls huh 
a helicopter and «i turboprop 
aircraft. Its twin rotors fare 
upwards during take-off. hm 
then tilt forward, allowing 
it to fly like a turboprop. 

The all-craft will carry 
nine passenger* and n crew 
of two at more than :>D 0 mph. 

Best of alt. Boeing say*, 
owners have "no worries 
with crowds ac the airport" 

- they w ill he able take off 
from their gardens. !! will 
not fly as Tar ns a corporate 
jet. but it will be 
substantially cheaper 
between $8m and SlOm. 


C an better food entice busi- 
ness travellers to take the 
train? Amtrak. the US 
passenger raii service, is betting 
it can make at least a small dif- 
ference. it is overhauling its din- 
ing service as pan of an attempt 
to woo otherwise air and car- 
bound executives. 

“It may not be the mam attrac- 
tion. but it’s pan of the overall 
experience that makes someone 
remember a train trip as pieasur- 
able." says Joseph DiVinceato, a 
director of marketing. 

Last year Am trek launched an 
initiative to lure business travel- 


Railway dining aims to get back on track 


lers. inaugurating a rewards pro- 
gramme to compete with air- 
lines' frequent flyer schemes and 
promoting its sleeper cars as 
restful alternatives to early- 
mor ning flights. 

A part of the plan will be the 
electrification of rail lines 
between Boston and New York, 
set to be completed in 1999. The 
move will slice the trip - now 
five hours - to just three. 

The missing link in ihe plan. 


say Aratrak executives, was the 
food. "People get hungry on 
tram rides, but if you go to the 
dining car and all you can get is 
some tired-looking hoidog. it's a 
real turn-off.” says Di Vincents. 

Many travellers would agree 
that the service needed chang- 
ing. Indeed, some of the improve- 
ments seem more an act >A 
mercy than an upgrade to gour- 
met standards. Amtrak admits 
that it once offered sandwiches 


that wr.n* made dav« :v. advance. 

Seme changes will take rime. 
According to Amtrak. will be 
two years before cappuccino and 
•spresso machines ar-- installed 
m its dining cars. In the mean- 
time. the- only option v. ill be 
American -style coffee 

Yet the rail service >:■}> i! is 
moving m the right ri: recti on. 
Most east coast trains now stuck 
upmarket Hum.- such a* Italian 
almond ■■biscuit!" and bottled 


mineral water. Amtrak has also 
tried to add iccai flavour by 
regional sing its menu. 

The Vermonter line, which 
runs from Boston to Montreal in 
Canada through the mountains 
of Verntor.:. offers products 
made in that state, including 
locally produced cheese, beer 
Vermont breweries and 
Bor. i Jerry's ice cream. 

Trains running north from San 
Francisco are similarly stocked 


with Californian wines and pro- 
duce. Southern routes feature 
regional items such as shrimp 
jumbalaya ami grits. 

However, even with Its n.-rie- 
stgned menus. Amtrak faces an 
uphill battle. The distances 
between manv urban hubs in the 
US are Mtuply too large to favour 
mil. and pour public transport m 
most cities means executives 
may have to rent cars anyway at 
their destination. 


To moke manors wor%«\ 
Amtrak i> facing nium i.il tr-w 
hies. Yet the ivRip.i»V hrtieii'% 
swifter trains and gie.iier co:n 
fori will help it win market 
share. 

’Between -aim- cities, tie- con 
Median is faster tli.ui hv air. and 
it lands vms right m the down 
town." sav* lliN tcenti*. ' It’s a 
smooth' -i trip, and ilv seat-, are 
more comfortable If the lieu!*, 
are als-* a gum! lApen-u* »\ u*-T! 
luv-r a ::ood |Mek.i?:e to vi? to 
business ir.tv.-Urrv” 


Victoria Griffith 
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ARTS 



LONDON 

The National Gallery’s Seurat 
exhibition is the first to place his 
great panting - Bathers at 
Asnteres”' {above) in the context 
of his earty development 


Opening on Wednesday and ~ 
sponsored by Pearson, 
publisher of the FT, it brings 
together all the studies and 
drawings he made in 
pr e paration far the painting, and 


Includes work by prede ce ssors 
and contemporaries. such as ' 
Monet and van Gogh. 

The Royaf Academy of Arts on 
Thursday marks 'the btoentenary 
of the birth of Japanese 
woodcut artist Hroshige with 
an erxhiWtJonof more than 
140 works. 

Skylight by David Hare and 
directed by Richard Eyre, was a 
1985 National Theatre success 
which in 1996 transferred to the 
West End. Tonight it returns to 
the- Vaudeville. Theatre with a 
new cast Bill Ntghy and Stetta 

Go net. 

Alison Steadman joins the 
Peter Hal Repertory . Company at 
the Old Vic this week, opening - 
on Friday In Lindsay Posner's 
new production of John 
Vanbrugh's The Provok’d Wife, 
alongside Michael Pennington 
and Victoria Hamilton. 



TANGLEWOOD 

Thursday is opening night 
at the Boston Symphony 
Orchestra's summer festival 
in the Massachusetts hills. 
Jessye Norman (above? 


celebrates the 25th anniversary 
of her BSO debut by performing 
songs by Richard Strauss fin 
place of the OrkpnaDy scheduled 
Elgar Sea Pxzuresl and the 
dosmg scene from Cspricoo. 

The season continues until the 
end of August. 

CHELTENHAM 

The festival programme put 
together by Michael Berkeley 
(betawj is (ess enterprising than 
previous years, but stIB 
contains much to 
entice the visitor. 
The BBC 
Philharmonic's 
opening 
concert on 
Saturday 
includes a 
new orchestral 
work by John 
BulLer. and the 



festival marks the Brahms 
[nght) anniversary with 
performances of aU the 
symphonies and string . 
quartets. 

SAVONUNNA 

Finland's premier 
opera festival has a 
new work by 

Einojuhan: 

Rautavaara as its Mk ", 
centrepiece this year. » » i'- 
The programme opens 
on Saturday with Die 
Zauberfhite. followed by 
Tarmhauser and Cav and Pag. 
There will also be two 
productions by the Kirov Opera 
at the end of July. 

LUBECK 

On Saturday at the Musikhaite, 
Herbert Blomstedt conducts the 
North German Radio Symphony 


Orchestra in the opening 
concerto! the 
Schteswig-Hctetein 
music festival. The 
1997 programme 
marks a 

reconciliation with 
Justus Frantz, 
who returns with 
Ns own touring 
orchestra - twc 
years after an 
embarrassing split 
with the festival he 
founded. 

PARIS 

in Paris ai the Palate Gamier, 
the Opera Ballet gives the first 
performance of a new version of 
Sylvia. Ravishing music by 
Dabbes; fresh choreography from 
John Neumeter. Performances 
throughout much of July from 
sensational dancers. 




Pfaddo Domingo and Kalten Esperian 

Verdi seen afresh 

Andrew Clark on two operas given in their little-known original versions 


Theatre /Alastair Macaulay 

Thrills at a price 


I t takes a Verdi to put 
the Royal Opera 
House's problems In 
perspective. As the 
company staggers towards 
redevelopment, beset by 
planning glitches, personnel 
upheavals and public rela- 
tions faux-pas, it can still 
pah off performances - like 
Macbeth on Friday and 
Simon Boccanegra on Satur- 
day - which make us look at 
great works of art afresh. 
Both operas were given in 
their little-known original 
versions. What they showed 
us was not so much how the 
genius of Bussetto matured 
stylistically, but bow mould- 
breaking these two operas 
were when they first 
appeared. 

Before Macbeth, Nicholas 
Payne, director of the Royal 
Opera, made as abject apol- 
ogy for the postponement of 
Phyllida Lloyd's staging, 
which will now be seen in 
Paris before London. Fri- 
day's concert performance 
proved that with Verdi, 
there really is no substitute 
for proper dramatic stage- 
clothes. This is particularly 


the case with Macbeth, 
which overshadows all its 
near-neighbours in the Verdi 
canon in its fusion of music 
and drama. 

Listening to the 1847 origi- 
nal was a useful reminder 
that the opera we know 
today is still essentially the 
work of a 34-year-old; all the 
great moments were there 
from the beginning. And the 
passages which Verdi jetti- 
soned in his 1865 revision 
compare remarkably well 
with the new music he com- 
posed. 

That judgment applies 
especially to Lady Macbeth's 
jaunty aria at the opening of 
Act 2 - less psychologically 
perceptive than “La luce 
langue", its 1865 successor, 
but still effective in tbe 
hands of the right soprano. 
In her Royal Opera debut, 
the young Hungarian 
soprano Georgina Luk&cs 
proved equal to the task. 
Fiery and passionate, she 
made convincing drama out 
of Verdi's Donizettian colora- 
tura; the voice may be 
neither big nor beautiful, 
but it matches the 


demands of the part. 

Concert format always 
reveals which singers have , 
star appeal, LuMcs radiated 
it; so did Roberto Scandiuzzi, 
whose aU-too-brief appear- 
ances as Banquo found him 
not only in magnificent 
voice, but eager to etch the 
drama on the- audience's 
imagination. In his role- 
debut as Macbeth, Anthony 
Micbaels-Moore offered a 
promising sketch: tbe words 
as yet mean little to him. He 
sleep-walked through the 
first two acts, but made a 
compelling case for the Act 3 
aria which Verdi later 
replaced with a duet Tied to 
their scores, the chorus 
made a tepid witches’ brew, 
despite Edward Downes's 
reliable encouragement from 
tbe pit 

T he 1857 and 1881 
versions of Simon 
Boccanegra provide 
a far greater con- 
trast and the Royal Opera's 
Verdi festival has given us a 
unique opportunity to view 
them side-by-side. From tbe. 
opening staccato chords of 


Saturday's performance, it 
became clear that the 1857 
Boccanegra is a very differ- 
ent opera to the sophisti- 
cated political drama of 1881. 
Stylistically and structurally 
it is more of-a-piece, the 
naked flame of Verdi's inspK 
ration coming from tbe gut 
rather than the head. The 
tone is lighter, tbe music 
more brilliant - and the con- 
ductor, Mark Elder, makes 
us believe in every note: this 
is a performance of immense 
theatrical sensitivity. 

Ian Judge's production 
marshals the stage effec- 
tively enough, but fails to 
probe the surface. The logic 
behind the tilting of John 
Gunter's unit-set and the 
19th century look of Deidre 
Clancy’s costumes is never 
clear both seem an empty 
following of fashion. Never- 
theless. it all looks good - 
especially the semi-circular 
engraving of Genoa, behind 
which the ocean blue is poet- 
ically suggested at tbe open- 
ing of Act L But not even 
Nigel Levings's subtle light- 
ing can prevent the Act l 
finale (superseded In 1881 by 


the council chamber scene) 
from appearing ultra- 
conventional 

In the prologue. Sergei Lei- 
ferkus's pony-tailed Boccan- 
egra is instantly charis- 
matic; Act 1 Finds him 
persuasive both as man of 
public authority and Verdian 
father-figure, while the 
finale becomes a Boris-like 
bearing of the soul. 

Profiting from Paolo's 
prominence in the 1857 ver- 
sion. Peter Sidhom suggests 
that Boccanegra' s henchman 
Is an immediate descendant 
of Rigoletto: Jaakko Ryha- 
nen sings Fiasco with 
authority, but cannot hide 
that the pan is a cipher com- 
pared to its 1881 Incarnation. 
K alien Esperian's Amelia 
blossoms in the last two 
acts, without quite manag- 
ing to break the mould of 
the plastic American 
soprano. As Gabriele 
Adorno, Placldo Domingo 
towers above them all. The 
part peels away years from 
his voice and appearance: no 
one could have asked for a 
more highly-charged perfor- 
mance. 


S hopping and Fuck- 
ing . the 1996 hit by 
Mark Raveuhiil 
which opened last 
week at the Gielgud Theatre, 
is surely the most shocking 
play to have reached a major 
West End theatre. What 
makes it a serious theatrical 
event, however, is that it is 
plainly written with a com- 
plex but acute moral sense. I 
have hefty reservations 
about it. but they are not 
about what >1 shows or says. 

Not only does It demon- 
strate homosexual acts 
onstage, it also goes much 
further in what It leaves 
unshown. Sex for money, 
money for sex. the price of 
thrills, the thrill of prices, 
the pain of pleasure, the 
pleasure of pain ... all these 
things rub shoulders in the 
Laut. grotty, little London 
sub-world depicted here. 
Mark. Lulu, and Robbie, in 
whose fond menage a trots 
the work begins and ends, 
all take drugs. To kick the 
habit. Mark has been taught 
to recognise that he has to 
kick other forms of depen- 
dence also - notably his 
need to be in love. Mean- 
while. Lulu and Robbie get 
trapped in a cycle or selling 
drugs and sex for money. 
The vortex continues until 
Brian. Mark's latest boy- 
friend, agrees to solve their 
financial problems if they 
will fulfil his own particular 
form of masochism. 

Harshly, wittily, S & F 
connects commerce and 
pleasure in graphic modern 
terms: if the Marquis de 
Sade and Karl Marx could 
have co-authored a play for 
today, this is it. RavenhiU's 


finest achievement is. J 
believe, tlie way in which he 
moke* us feel, keenly but 
uneasily, the cusp between 
amoral behaviour, immoral 
behaviour, and a moral 
sense: and feel how prey an 
area that cusp can be. The 
play's clitnax, at the end of 
the pen ult i mate scene, horri- 
fies Mark. Robbie, and Lulu 
- perhaps Brian too. Yet 
they nil consent to it: and, 
although we remain horri- 
fied. our feelings do undergo 
a change. 

I t should also be said, 
however, that Shoppmq 
and Fucking is hardly a 
play at all. It seems 
more like some clever, lurid, 
disturbing cartoon. To imag- 
ine that these characters 
might have a life beyond 
their scripted scenes is virtu- 
ally impossible. 

That Mark Ravenhill Is 
one of the most arresting tal- 
ents to have arrived in the 
British theatre during the 
1990s is surely obvious: but 
be hardly bothers with half 
the things that concern true 
playwrights. His boy-girt-boy 
menage a train recalls the 
end of Noel Coward's Design 
for Living: and. although 
Ravenhill strikes me as alto- 
gether more serious than 
Coward in his view of the 
escapist cocoon in which his 
characters live, he is also far 
less of an artist 
So far. Ravenhill is merely 
a sociologist with a peculiar 
and Incomplete talent for 
dialogue and plot. And, 
instead of showing us more 
of his characters' nervous 
systems, he chooses to throw 
into his final scene some 


tantalising metaphysi- 
cal ec i mom ic threads th.it 
send the audience away with 
a sense of umlerfulfilment. 

If you have already soon 
the play in an intimate audi- 
torium i London first saw it 
last October at the Royal 
Court Theatre Gpstairsi. it 
takes quite an adjustment to 
watch it now played behind 
.i proscenium arch by a new 
cast. The director is the 
same. Max Stafford -Clark: tt 
is very interesting t« see 
how he has maintained anil 
perhaps emphasised the car- 
toon-like quahtv of the play 
while making it clearer that 
Lulu. Mark and Robbie arc 
by no means kids. In particu- 
lar. Mark i Llnvd Hutchin- 
son i and Robbie « Pearce 
Quigley) look older and less 
pretty than their Royal 
Court counterparts. 

As Lulu, Caroline C;u.'. i> 
too callow. The quasi-mno- 
cent youthful ness of the 
original cast has been 
replaced by a kind of irre- 
sponsibility more pathetic 
and less attractive in mvlon- 
gcr-juvenile folk. To the 
degree that these characters 
are three-dimensional any- 
way. I think this version is 
an improvement. Russell 
Barr is particularly fine as 
the self-doomed Gary- 

The big effect of Julian 
McGowan's designs is its 
array of neon letters behind 
the action, which light up to 
underline each scene; 
"borne". "E". "interview", 
■'meat", “sweet", and more. 
We are always aware of how 
commercial and surface-ori- 
entated this sub-world is. 


Gielgud Theatre, WC1. 



International 

Arts 

Guide 


■ BAD KISSINGEN 


CONCERTS 

Kissinger Summer Festival 

Tel: 49-971807110 

• Felicity Lott and Ann Murray 
sfng a programme including 
works by Purcell and Brahms; at 
the Tattersall, Jul 1 

• Roger Nomngton conducts the 
Czech Philharmonic in a 
programme of works by 
Schumann, Elgar and Dvorak: at 
the Regentenbau, Jul 2 


■ CHELTENHAM 


CONCERTS 
Cheltenham Festival 
Tel: 44-1242-227979 ' 

• BBC Philharmonic: conducted 
by Vassily Sinalsky In Brahms' 
Symphony No. 1 In C minor, a 
new work by John Buller and 
Tchaikovsky's first Piano 
Concerto, with pianist Boris 
Berezovsky: at the Town Hall, 


Wind Orchestra: 
j by Tim Reynlsh in 

Mendelssohn. Salllnen, 


Strauss and Mozart at the Town 
Han. Jul B 


■ DROTTNINGHOLM 

OPERA 
Sto tt stea te r 
Tel: 46-8-4570600 
Euridice: Per-Erik Ohm has 
chosen two of the first operas 
ever written for his first year as 
festival director. Jacopo Peri's 
opera dates from 1600 and this is 
its Swedish premiere. Produced 
by Karl Duner, and designed by 
Peder Freiij, with the 
Drottningholm Theatre Orchestra 
conducted by Jakob Undberg; 

Jul 5 


■ FORT WORTH 

EXHIBITION 
Kimbefl Art Museum 
Tel: 1-817-332 8451 
Monet and the Mediterranean: “it 
is so beautiful here, so bright, so 
luminousl One swims in blue air; it 
is frightening!" wrote Monet from 
Cap d 'Antibes in 1888. Bringing 
together more than 70 works, this 
exhibition presents the fruits of 
several journeys made by the 
painter to the Italian and French 
Rivieres in the 1 880s, to Venice In 
1908; to Sep 7 


■ GRAZ 

Styriarte Festival 
Tel: 43-316-825000 

CONCERTS 

• LiederfOrsten: soprano Ruth 
ZJesafc sings Ueder by Hugo Wolf 
and Schubert accompanied by 
Helmut Deutseh; at the 
Kammermusiksaal, Jul 1 


• Die Quintette: the Wiener 
Sfreichsaxteti plays string 
quintets by Brahms and Schubert, 
composers whose portrayal by 
this festival is as 19th century 
musicians with 20th century 
leanings; Schloss Eggenberg, 

Jul 3 

• Nikolaus Harnoncourt 
conducts the; Chamber Orchestra 
of Europe in the complete Brahms 
symphonies. 'Symphonies 1 and 2 
are performed on Jul 4 and 9; 3 
and 4 on Jul ,'7 and 10; at the 
Stefaniensaal 

* 


■ LONDON 

CONCERT | 

City of London Festival 
TeU 44-171-838 8891 
Barbara Boriney: recital by the 
America! sqprano which is 
among this week’s festival 
highlights, accompanied by 
Helmut Deutseh In songs by 
Schubert, Clara Schumann, 
Brahms and Debussy; at Drapers' 
Hall, Throgmorton Street EC2, 

Jul 2 

OPERA 

Royal Opera House 
Tel: 44-1 71 f 304 4000 
Simon Boccanegra (1857): British 
stage premiere of this, the original 
version of Verdi's opera. Mark 
Elder conducts, Ian Judge directs. 
Sergei Leifejrkus, Pl&ado Domingo 
and Kaflen Esperian star. Jul 4 

i • 

DANCE 1 

Royal Opera House 

Tel: 44-171^304 4000 

The Royal Ballet: mixed 

programme includes Twyla 

Tharp’s Push Comes to Shove, 


William Forsythe’s Steptext, and 
Symphony in C, choreographed 
by Balanchine to music by Bizet. 
The final performance will be the 
last ballet at Covent Garden 
before the theatre closes for 
renovation; Jul 5 

EXHIBITIONS 
National Gallery 
Tel: 44-171-839 3321 
Seurat and The Bathers: places 
Seurat’s great “Battlers at 
Asnidres" in the context provided 
by the studies and drawings for 
the painting, as well as works by 
predecessors who influenced him, 
and by his Impressionist 
contemporaries; from Jul 2 
to Sep 2B 

THEATRE 

Shakespeare's Globe 

Tel: 44-171-401 9919 

Henry V: by Shakespeare - Mark 

Rylance stars as the young king 

in a production directed by 

Richard Olivier and designed by 

Jenny Tiramani; in repertory 


■ MONTREAL 

EXHIBITIONS 
Museum of Fine Arts 
Tel: 1-514-285 1600 
Exiles and Emigres: The Right of 
European Artists from Hitler - 
focusing on the twelve years of 
Nazi rule 1933-45, this show - 
previously seen in California - 
explores the work of 23 artists 
during their years in exile; those 
featured include Salvador Dali. 
Max Ernst, George Grosz and Piet 
Mondrian: to Sep 7 


■ NEW YORK 


EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-535 7710 
The Glory of Byzantium: exhibition 
celebrating the Second Golden 
Age of Byzantine civilization from 
mid- 9th to mid-13th centuries; to 
Jul 6 

Museum of Modern Art 
Tel: 1-212-708 9480 

• Objects of Desire: The Modem 
Still Life - beginning with 
Cezanne, including masterpieces 
by Matisse and Picasso, and 
culminating with Pop art and 
contemporary works, this 
exhibition challenges and opens 
out the genre; divided into ten 
broadly chronological sections, it 
traces the art of this century 
through the various and evolving 
representations of objects; to Aug 
26 

• This retrospective of the 
Stenberg brothers promises to be 
MOMA’s largest graphic design 
retrospective to date. Bright 
young things of the Russian 
avant-garde. Vladimir later 
became Chief of Design for Red 
Square, while Georgii died in 
1933. The brothers are best 
known for the arresting posters 
they designed for Soviet cinema 
in the 1920s; to Sep 2 


■ SANTA FE 

OPERA 

Santa Fe Opera 
Tel: 1-505-986 5900 
• Cos! Fan Tutte: Kenneth 
Montgomery conducts Mozart's 
opera, sung in English, in a new 
production directed by Nicotette 
Moinar and designed by Bruno 


Schwengl; Jul 2. 4 
• La Traviata: Linda Brovsky 
directs this new production of 
Verdi's opera, set in the Parisian 
demimonde. Patricia Racette is 
Violetta. Raymond Very is Alfredo, 
William Stone Is Germont Until 
July 9 the conductor Is John 
Crosby, when Christopher Larkin 
takes over Jul 3, 5 


■ TANGLEWOOD 
CONCERTS 
Tanglewood Festival 
Tel: 1-617-931 2000 

• Boston Symphony Orchestra: 
conducted by Zdenek Macal in 
works by Brahms and Mozart, 
with piano soloist Garrick Ohlsson 
and the Tanglewood Festival 
Chorus conducted by John diver; 
at the Koussevitzky Music Shed; 
Jul 5 

• Boston Symphony Orchestra: 
conducted by Seiji Ozawa and 
John Williams in a programme of 
works by Rouse, Barber and 
Copeland, with violinist Gil 
Shaham and the Tanglewood 
Festival Chorus conducted by 
John Oliver; at the Shed, Jul 6 


■ ZURICH 
EXHIBITION 
Kunsthaus Zurich 
Tel: 41-1-262 0909 
• Birth of the Cool: wide-ranging 
survey of American art in the 
latter half of this century. Among 
the artists represented are 
Georgia O’Keeffe, Jackson 
Pollock. Andy Wartwl and Chuck 
Close; to Sep 7 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

.AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 

NBG/Super Channel 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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Introduction and 
of “welfare to work" 
“assures is the sole argu- 
able justification for having 
a second UK Budget for the 
Present financial year, 
'ftfire is do black hole in 
the national finances. 

Yet it la reve aling that 

nearly all the mountains of 
pre-Budget commentary 
have been devoted to topics 
such as corporate taxation 
.or the Implications for inter- 
est rates. The specific con- 
tent of the "welfare to 
work" measures is taken for 
granted. 

Yet among the group of 
labour market specialists 
who do scrutinise the pro- 
gramme, however, an inter- 
esting debate has indeed 
taken place. One notable 
contribution comes from 
David Webster, a Glasgow 
chief housing officer who 
also happens to be an econo- 
mist (Do not be put off by 
its title, The L-D Curve, 
Glasgow University Centre 
for Housing Research and 
Urban Studies). 

Mr Webster challenges 
the concentration of most 
job creation measures on 
the long-term unemployed. 
The usual justification is 
that people who have been 
out of work for a long 
period are less attractive to 
employers and have them- 
selves become discouraged 
in their efforts to find work. 
They are sometimes com- 
pared with withering Dow- 
ers that have remained too 
long on display. 

This theory assumes that 
there is some identifiable 
difference between those 
who have been unemployed 
for different durations. An 
alternative theory is that 
the long-term unemployed 
are simply those who have 
lost their job some time ago, 
but are otherwise little dif- 
ferent Mr Webster argues 
that the amount of 
long-tom unemployment is 
simply a lagged function of 
total unemployment 
It is easy to see why this 
research should be of inter- 
est to Glasgow. For the 


Economic Viewpoint • Samuel Brittan 

The jobs debate 

The UK is probably near full employment nationally; 
policy should concentrate on helping those hard to place 


implication is that in spite 
of the high number of 
long-term unemployed in 
the city, the labour force 
available to new employers 
Is no worse than anywhere 
else. Mr Webster attributes 
structural unemployment to 
a history of job losses in 
manufacturing centres. His 
suggested remedy is Infra- 
structure Investment to 
promote blue collar jobs 
in areas that have lost 
them. 

A more fruitful line would 
have been to ask why the 
unemployed in these black- 
spots are so reluctant to 
move to places with better 
prospects. This in turn 
might have led him to fur- 
ther research on his own 
area, that of housing. It 
might also have thrown 
doubts on his other sugges- 
tion that the ratio of benefit 
to expected pay in work (the 
replacement ratio) is unim- 
portant 

Fortunately, the outsider 
does not have to adjudicate 
between the withering Dow- 
ers and the Glasgow hypoth- 
eses. This is because Mr 
Webster's suggested "lin- 
ear" relationship between 
total and long-term unem- 
ployment breaks down 
when total unemployment 
is below about 7 per cent At 
these lower levels he agrees 
that "the proportion of 
unemployed with genuine 
employment handicaps 
rises". But unemployment is 
now at or near that level. 


however measured. 

If we look at the overall 
labour market the picture is 
one of considerable buoy- 
ancy. The ratio of vacancies 
to unemployed is now 
□early 17 per cent This may 
not seem very high, but reg- 
istered vacancies are 
believed to represent only a 
third or less of the total. 
The ratio is now some four 
percentage points higher 
than at the peak of the 
boom year of 1989. 

The UK probably Is now 
in a macroeconomic sense 
at full employment mean- 
ing that still higher overall 
demand for labour would 
mainly trigger off inflation. 
This is exactly what Keynes 
said when unemployment 
was at a s imilar percentage 
in 1937 when he argued that 
there was no more case for 
a boost from "the centre", 
but that job creation should 
concentrate on specific and 
local measures. 

Labour's announced spe- 
cific plans concentrate on 
people under 25, unem- 
ployed for more than six 
months. These will have 
four choices: a private sec- 
tor job with a subsidy of £60 
per week for the employer 
for six months; “benefit 
plus" employment in the 
voluntary sector for a simi- 
lar period; a job with an 
environmental task force or 
full-time study. Some of 
these measures may be 
extended to older workers 
when resources allow. 


UK vacancy to tmemplayment ratim 

Percent 
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I have already argued that 
these proposals implicitly 
recognise both the relation 
between pay costs and jobs 
and the need for in-work 
top-ups. (I should prefer the 
top-up to be given to work- 
ers rather than employers - 
but then I am only a middle 
class liberal, not brought up 
in the Labour movement.) 

As A. Dicks and J. O’Sul- 
livan have pointed out in 
Nat West Markets, Labour 

cannot stop at its commit- 
ment to get 250,000 people In 
this age group off benefit 
For, by April this year, 
there were only 180,000 
under-25s out of work for 
six months or more. In any 
case at a time of brisk 
labour demand, young 
people are the ones most 
likely to come off benefit 
soon In any case; and the 
measures would be better 
applied across the board. 

It remains true that the 
majority of unemployed 
people leaving unemploy- 
ment enter jobs which are 
temporary and pay less 
than the most modest esti- 
mate of the proposed mini- 
mum wage. Although some 
of them are soon promoted 
at their posts, others go 
back into unemployment or 
other temporary jobs. 

Thus Labour’s stress on 
improving “employability” 
for problem cases may now 
be the key to higher 
employment, as it was not 
when the programme was 
first formulated and is prob- 
ably still not in most of con- 
tinental Europe. 

One of the main tasks 
ahead is to minimise the 
damage likely to be inflicted 
on Labour's own jobs pro- 
gramme by the minimum 

wage. If we cannot get rid of 
the wretched thing alto- 
gether. It ought to be at the 
lower end of the spectrum 
of possibilities. It should not 
apply to young people or 
anyone in the first months 
of return to work after a 
spell of unemployment In 
other words it ought also - 
to coin a phrase - be “flexi- 
ble". 
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Germany shows flexibility safeguards jobs 


From Dr Jens Bastion. 

Sir, With reference to Sam- 
uel Britten's Economic 
Viewpoint (June 19), defin- 
ing flexibility in the labour 
market is indeed an arduous 
endeavour. 

The current debate ranges 
from “numerical flexibility" 
to “flexibility with fairness". 
In order to avoid re-invent- 
ing the wheel with regard to 
flexibility, it is often more 
appropriate to look at what 


is happening an the ground. 

The German example is a 
case in point While its 
labour market is frequently 
termed “rigid" and “inflexi- 
ble", recent changes indicate 
a necessary revision of such 
s&mflistic assessments, such 
changes also help in explain- 
ing why unit labour costs 
are - albeit late - starting to 

In the German c hemi c a l 
industry a landmark agree- 


ment in June 1997 allows for 
the firet time to decrease 
contractual remuneration 
for employees by 10 per cent 
if the company is in eco- 
nomic difficulties, and thin 
measure can save jobs. Such 
an "opening clause" has 
been inserted into the frame- 
work collective bargaining 
agreement, and allows nego- 
tiation at company level of a 
temporary wage decrease. 

What this agreement 


underlines is a paradigm 
shift from the usual redistri- 
bution objective to the goal 
of safeguarding employment 
while giving employers wage 
flexibility. 

Jens Bastian, 

lecturer in German political 
economy, 

London School of 
Economics, 

Houghton Street 
London WC2A 2AK, UK 


Broader influence on EU enlargement 


From Mr James Provan 
MSP. 

Sir, The two conclusions 
about EU enlargement that 
you suggest follow from 
Carlo Trojan’s sacrosanct 
principle (“Santer’s trusted 
ally takes helm in Brussels”, 
June 24) do nothing of the 
sort 

There is no serious sugges- 
tion Of rUgmanfflng pjthpr 
the Common Agricultural 
Policy or regional aid, but 
rather of reforming them so 
that they conform to modem 
economic and political cir- 
cumstances. 

The pressures for such 
reform come from many 
quarters and reform would 
be necessary whether or not 


EU enlargement was about 
to take place. 

Aster as the CAP Is con- 
cerned, these quarters 
include the impact of Enra 
and budgetary austerity, 
new technology, environ- 
mental concerns and, most 
of aU. the tightening disci- 
plines of the World Trade 
Organisation. Enlargement 
merely serves to add to these 
pressures. 

Each enlargement to date 
has been std generis. The 
next one will be no excep- 
tion. We will have a clearer 
Idea of what this one 
involves and its timetable 
when the Commission pub- 
lishes its opinions next 
month awd when the Euro- 


pean Council meets in Lux- 
embourg in December. 

In any event, the outcome 
will have to be approved 
unanimously by the member 
states and receive the assent 
of the European parliament 
So the views of Europe's vot- 
ers between now and then 
will be infinitely more deci- 
sive than the views of one 
man, however distinguished 
and however sacrosanct his 
principles. 

James Provan, 

(Sooth Downs West Conser- 
vative), 

Middle Lodge. 

Barns Green, 

Hor sham, 

West Sussex BH18 7NL, UK 


BT not told c 


FYom Mr Colin R. Green. 

Sir, Your article "Windfell 
tax to yield $3 bn more than 
expected” (June 27) Is wrong 
to say that BT is preparing 
to make a payment in wind- 
fell tax of up to £lbn. We 
have not been told that we 
will be included, let alone of 
any amount We continue to 
believe that we should not 
be included in any windfall 
levy, as BT is neither a util- 
ity, a monopoly, nor does it 
make excess profits. 

Colin R. Green. 

secretary and legal adviser, 

BT, 

BT Centre, j 

81 Newgate Street, 

London EClA TAJ, UK 


Bureaucracy comes under threat in an open world 


From Professor Ippei 
Wokabayoshi. 

Sir, Bureaucrats are about 
to experience a formidable 
challenge all over the world. 
John Plender w pluii* that 
the erosion of respect for 
super-bureaucracy is a 
worldwide phenomenon 
(“The lost grey tribe”, May 
31/June 1). 

Historically, bureaucracy 
is a natural activity for the 
nation-state, especially when 
it has imperial territories to 
govern. It is doubtless true 
that a super-bureaucracy is 
an indicator of political 
immaturity in today’s open 
world. We should not miss 


another group of faceless 
men, this time from the cor- 
poration, not the ministry . 

Where have they come 
from? As the 'Ptri gHaVi mathe- 
matician and philosopher, 
Alfred Whitehead, recog- 
nised, the greatest invention 
of the modem science is the 
system of training com- 
pletely ordinary people In 
limited disciplines and then 
organising them into a func- 
tioning whole of Intelligence. 
Organisations, private or 
public, are becoming more 
and mare information-depen- 
dent. In short, organised 
intelligence is needed every- 
where. Finally, ordinary 


peqple have occupied the 
hi gh ranking positions in the 
bureaucratic hierarchy. 

It is a good thing that the 
Internet environment is 
accelerating the openness of 
today’s borderless world. But 
while we are enjoying the 
convenience of the internet, 
more and more sophisticated 
systems will be developed to 
collect and analyse individ- 
ual information server data 
to produce a wieldy data- 
base. 

This means the net envi- 
ronment might help bureau- 
cracy to be able to survive 
the crisis, or might not 
Every rose has its own 


V 

thorn. Anyone who hopes to r 
accomplish something mean- j- 
ingful in today's open world g 
will have to create his or berk 
own original organised intel-T 
ligence. Unprecedented chal-j 
lenge has just begun. 

Confucius says: “Anyone 
learning without thought is J 
lost; anyone thinking but 
not learning is in peril" 

Ippei WakabayashL 
professor, faculty of int 
tional studies. 

Bunkyo University, 

1100 Namegaya, 

Chjgasaki. 

Kauagawa 253, 

Japan 
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Nearer the mainstream 


Mention hedge funds and 
one immediately thinks of 
high-flying risk-takers such 
as Mr George Soros, the 
Hungarian-born financier 
who made a cool $lbn by 
betting on the devaluation of 
sterling in 1892. 

But the industry is chang- 
ing. Buoyed by vast cash 
inflows from investors fear- 
ful of a sharp correction in 
the rampant US bull market, 
it is diversifying and attract- 
ing a broader investment cli- 
entele. The term hedge fund 
now extends well beyond the 
familiar big players taking 
bets on global movements in 
interest and exchange rates. 
It embraces funds engaging 
in a wider range of hedging 
strategies in a greater vari- 
ety of markets. 

Momentum UK. a medium- 
sized hedge fund, is just one 
of many beneficiaries of this 
trend. The money it man- 
ages has almost doubled in 
the past year to about $250m. 
“There’s been a very, very 
strong flow in the last six 
months from all sorts of 
places," says Mr Michael 
Goldman, Momentum’s man- 
aging director. 

Cash has poured into 
hedge funds even though, 
over the past two years, the 
industry failed to tnatnh 
the performance of the S & P 
500. the broad-based US 
stock market index. 

Several studies point to 
underperformance. A 
weighted index of more than 
1,000 funds complied by 
Hedge Fund Research, the 
Chicago-based tracking busi- 
ness. has foiled to heat the 
S&P 500 for the past two 
years. In the four months to 
the end of April, only one of 
six types of fond monitored 
by Managed Account 
Reports, the specialist pub- 
lishing company, achieved 
more t h an half tin* 8.8 per 
cent growth rate achieved by 
the S&P. 

Yet, in spite of such an 
unremarkable performance, 
assets managed by the 
global Industry rose 50 per 
cent to $240 bn in 1985. 
according to Hedge Fund 
Research. More money is 
invested in hedge funds than 
at any time since detailed 
records began six years ago, 
says Ms Lois Peltz, manag- 
ing editor of Managed 
Account Reports. 

What explains this appar- 
ent contradiction, of growth 
and underperformance? 
Quite simply, the bull mar- 
ket. 


Hedge funds are attracting a 
broader range of investors, 
says Jane Martinson 



Astey Aatwood 

Soros: his management style is one of many approaches 


First, the record-breaking 
performance of blue chips 
over the past two years has 
attracted mare money into 
the investment arena gener- 
ally. Demographic changes 
and the strength of the US 
economy have helped ensure 
greater liquidity and a 
strong flow of new money 
into the equity and debt 
markets. Hedge funds have 
ridden the crest of this wave. 

The extremely wealthy 
Individuals who have pro- 
vided 'the backbone of the 
industry have also shown 
greater interest “The high 
net worth individuals who 
took their money out of 
hedge funds in 1994 are now 
back," says Mr Patrick Mor- 
iarty, senior vice-president 
of Evaluation Associates 
Capital Markets, a Connecti- 
cut-based fund manager. 

Institutional Investors, 
who have traditionally seen 
the sector as too risky, have 
also increased their expo- 
sure. institutional money 
has risen from nothing six 
years ago to an estimated 30 
per cent of all cash lodged 
with hedge funds, says Ms 
Nicola Meaden, the director 
of Tass, a research company. 

Second, there is an under- 
lying fear that It is all too 
good to last While the bun 
run has continued unabated 
investors have betrayed 
Chair anxieties. In a so-called 
“flight to safety” they have 
sought out more liquid blue 
chips, ear have tried to min- 


imise risk by hedging 
against a correction. "People 
are attracted by hedge funds 
because they are getting 
worried about the level of 
the US equity market," says 
Ms Meaden. 

Evidence suggests that 
much of the new money Is 
seeking low-volatility funds 
with a low correlation to 
overall market performance. 
The most popular have been 
so-called "market neutral", 
those that aim to make 
money regardless of whether 
the underlying market goes 
up or down. Funds offering 
such a "market neutral" ser- 
vice have seen assets 
increase by an estimated 80 
per cent in the past year, 
compared with a 50 per cent 
increase for the industry as 
a whole, says Tass. “There 
has clearly been a bias 
towards conservative funds,” 
says Mr Goldman at Momen- 
tum. 

The Increasing involve- 
ment of Institutions, which 
typically are bound by their 
statutes to avoid riskier 
investments, has been one of 
the factors spurring a more 
conservative strategy. The 
trend goes hand-in-hand 
with a move towards diversi- 
fication. The number of 
strategies offered by hedge 
funds has doubled to IS in 
the past tux years, according 
to the calculations used by 
Hedge Fund Research. 

These include short-sellers 
which hedge against upward 


momentum in the mar 
and a range of other 
niques which respond to 
cific situations such as 
parties in trouble. Alth 
the industry still has 
for funds that operate i 
so-called "macro" t 
often taking huge gam 
on market movements 
typified by managers 
Mr Julian Robertson at 
and Mr Soros, their 
nance is under threat 
managers had 81 per 
the industry’s assets i 
but only 28 per cent 
year, according to H 
Fund Research. 

Whatever the particiw 
strategy offered by funds; 
argue that short-term of 
parisons with the S&P P 1- 
are deceiving. r 

In the long run. they 
most hedge funds will 
perform the market, 
past year or so has been viH 
good for the hedge fond btj-j 
ness,” says Mr Madh 
Mizra, manag in g director . 
alternative investments ^ 
Citiselect. Citibank's hedi 
fond arm. “We have unda 
performed, but people ax 
not that concerned about I 
as long as we are 
money." 

In the long run it will be 
the ability of hedge funds to 
survive any downturn that 
will determine the industry’s 
reputation. Since 1990, In all 
but the past two years of 
exceptional growth, most 
funds have tended to outper- 
form the S & P 500. 

Mr Sol Waksman, a pri- 
vate hedge fond investor and 
president of Barclay Trading 
Group, an independent con- 
sultancy, is not too con- 
cerned, but his confidence is 
tempered. “The last time 
hedge funds became popular 
in the mid to late 1960s," he 
warns, “the market turned 
down for a few years and the 
entire industry was wiped 
out” Since then, the indus- 
try has adapted. Mr Wake- 
man's most recent invest- 
ment was put mainly into 
market neutral strategies. "I 
think more sophisticated 
investors recognise the value 
of diversification," he says. 

Whether such sophistica- 
tion will survive a downturn 
ifi not Clear. If it does not, 
money flowing to the funds 
wfll slow and the Industry 
will have to re think “What 
vnll the hedge funds do in a 
prolonged market down- 
turn?” asks Mr Waksman. 
“That’s the million-dollar 
question." 
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Hong Kong’s 
opportunity 


Far China, tonight's handover 
of Hong Kong is being publicly 
presented as a triumphant vin- 
dication of national pride. For 
Britain, it is seen rather as a 
belated and somewhat sobering 
reminder of lost imperial glory. 
For many of the people of Hong 
Kong, it is a moment of anxiety 
about what the future bolds for 
them, as they switch from a 
colonial to a Communist ruler. 

Yet for each it should be seen 
as something more: more than a 
cause for triumphalism, for 
regret (or relief), or for fear. It 
also represents an extraordi- 
nary opportunity. 

Eight years ago. it seemed 
almost impossible that Hong 
Kong could arrive at today's 
ceremony in such a positive 
mood. In the wake of the Tian- 
anmen Square massacre in Bei- 
jing, fear for the preservation of 
the freedom and civil liberties 
which exist in the colony was 
real and justified. And yet today 
the territory is economically 
buoyant and socially stable. The 
stock market is breaking new 
records- Confidence clearly out- 
weighs concern. 

China deserves credit for its 
readiness to implement Deng 
Xiaoping's concept of “one 
country, two systems”. That is 
the compromise which makes 
this transfer possible. For Bei- 
jing, the separate status of Hong 
Kong as a “special administra- 
tive region” is a huge conces- 
sion, giving China sovereignty 
in name, but malting self-gov- 
ernment a daily reality. Its law 
will not be Chinese law. If Bei- 
jing abides by all it has signed 
up to, Hong Kong will retain 
much of its unique character. 

Self-determination 

Britain also deserves credit 
for the way in which it has 
attempted to prepare the terri- 
tory for the transfer. So does 
the outgoing governor. Mr Chris 
Patten. His electoral reforms 
may be doomed, but be has nur- 
tured in Hong Kong an endur- 
ing sense of dvic responsibility, 
and an awareness of the right to 
self-determination. With early a 
short experience-of -democracy, 
the electorate of Hong Kang has 
shown itself to he remarkably 
mature. Its people value choice. 


They also value stability. 

The establishment of demo- 
cratic institutions should have 
come sooner. Then BeUing 
would not have been in a posi- 
tion to be so cynical about the 
exercise. The British govern- 
ment should also have been 
willing to grant full passports to 
those who sought them. But in 
other ways, Britain’s efforts 
have gone for beyond its treaty 
obligations. It leaves Hong Kong 
with a thriving civil society, 
including a free press, an inde- 
pendent judiciary, an honest 
civil service, and above all a 
dynamic and prosperous econ- 
omy. 

Difficult path 

Great responsibility now rests 
on the shoulders of Mr Tung 
Chee-hwa, who replaces the 
British governor as chief execu- 
tive. His commitment to bold 
elections for a legislative coun- 
cil within 12 months is reassur- 
ing. So was his willingness to 
reappoint most of the territory’s 
top civil servants. His warnings 
about the limits to political pro- 
test and free debate are worry- 
ing. But he has an extraordi- 
narily difficult path to tread 
between the interests of the 
people of Hong Kong, and the 
sensitivities of his ultimate mas- 
ters in Beijing. 

Hong Kong’s prosperity, and 
the dynamism of its business 
community remain its greatest 
source of protection. It has 
already contributed hugely to 
the opening-up of mainland 
China, as the largest source of 
foreign investment China needs 
the territory to remain a vital 
economic and cultural bridge to 
the rest of the world. 

Beijing must understand that 
transparent government and 
respect for the rule of law in 
Hong Kong are essential to 
maintaining that prosperous 
link. Infection with corruption 
from the mainlan d would be 
fataL But in the end, it seems 
unlikely that “one country, two 
systems" is a formula which 
can be preserved indefinitely. 
One system win prevail. Hong 
Kong’s prosperity ,-aod its abfl- • 
ity to export it, could yet prove 
the decisive factor in determin- 
ing the future of China. 


For those 
left behind 


The departure from Hong Kong 
does not quite signify the end of 
empire. While not much of 
pomp and circumstance 
remains. 180,000 people are left 
in 14 British dependent territo- 
ries around the globe. 

Britain has not been so digni- 
fied In its treatment of these 
people as it has attempted to 
seem in its departure from Hong 
Kong. Honour demands that the 
government fulfil its responsi- 
bilities towards the remaining 
colonies, and in particular that 
it return citizenship to those 
people who were stripped of it 
under shameful legislation 
passed in 1981. 

For some of the dependent 
territories, this would be of mar- 
ginal importance. The most pop- 
ulous. Bermuda and the Cay- 
man Islands, have thriving 
offshore finance and tourism 
businesses. Their links with 
Britain offer an image of stabil- 
ity and continuity that many 
independent countries have 
struggled to emulate. 

But for people in other settle- 
ments - smaller, often isolated 
places such as St Helena in the 
south Atlantic - to become Brit- 
ish a gain would be of enormous 
economic value. Even the right 
to work in the UK would help 
tackle high unemployment In St 
Helena and restore a sense of 
purpose among young people. 

Over the years, the people of 
many of the dependent territo- 
ries have gained a strong 
impression that Britain wished 
to be rid of them- This is 
because, even ignoring the £70m 
a year spent on defending the 
Falkland Islands, the cost of the 
dependent territories to the 
exchequer runs into tens of mil- 
lions of pounds a year. 

Aid budget 
Britain has a duty to pay this 
bill, because its colonial past 
implies continuing responsibili- 
ties. Granting citizenship or at 
! least the right to work in the 
| UK, as well as allocating the 
existing aid budget more effec- 
tively. would enhance the 
future viability of these settle- 
ments and thus reduce the need 
for ftiture aid. 

Unfortunately, the Labour 


government signalled in a 
House of Lords debate tins 
month its intention to continue 
the policy of its Conservative 
predecessor. It has less excuse 
since it played no part in fash- 
ioning the most shameful aspect 
of this pobey. 

Id its anxiety to ensure Hong 
Kong’s 6m people had no right 
of settlement in the UK, Mar- 
garet Thatcher’s government 
passed legislation in 1981 that 
also stripped this right from the 
other citizens of empire. Citizen- 
ship was handed back to the 
2*200 Falkland islanders after 
the 1982 war with Argentina 
under a government-supported 
private member's bill. The 
people of Gibraltar also have 
UK citizenship, because of the 
European Union. Both are terri- 
tories whose sovereignty is in 
dispute. They are also the two 
colonies peopled primarily by 
people of white skin. 

Easily restore 

Does France treat the people 
of its shrunken empire like this? 
No: it treats them as fully- 
fledged citizens. The Labour 
spokeswoman, Baroness 
Symons of Vernon Dean, was 
correct in pointing out that the 
legal status of the French over- 
seas territories is different But 
that need not prevent Britain 
from offering citizenship to the 
people of its colonies: what par- 
liament took away it can just as 
easily restore. 

Lady Symons identified two 
problems with such a move. 
First, granting citizenship 

would require the territories to 

reciprocate in allowing unres- 
tricted access to British citizens, 
which they are reluctant to do. 
But it would surely not be right 
to turn that small point into an 
insuperable obstacle. 

Second, “it would be seen as 
hi ghly cynical if we waited until 
sovereignty over Hong Kong 
bad passed to China and ' then 
granted British citizenship to 
the remaining dependent terri- 
tories." Perhaps so. But to use 
that argument to deny citizen- 
ship now to those left behind is 
the last remnants of empire Is 
to suggest that multiple wrongs 
make a right. 


Old wounds to reopen 

An imminent report on Nafta could affect future US trade policy, 
write Nancy Dunne, Stephen Fidler and Patti Waldmeir 

lowing have Down Mexico 


W hich of the fol- 
lowing have 
been caused by 
the North Amer- 
ican Free Trade 

Agreement? 

1. The loss of 500000 US jobs. 

2. A 2m rise in Mexican unem- 
ployment, 
a The peso crisis. 

4. More hepatitis and chronic 
diarrhoea in Mexico. 

5. Two armed uprisings south of 
the Rio Grande. 

6. Malfunctioning toilets at the 
office of the US Trade Represen- 
tative. 

Answer None or all of the 
above, depending on whom you 
ask. 

US trade officials call it the 
“flypaper syndrome”: throw any 
criticism at Nafta, and it sticks. 
Nafta-bashing has become such a 
popular game that even Trade 
Representative officials engage in 
their own facetious version of it. 
When the toilets stopped working 
in their office recently, they were 
sure Nafta was to blame. 

But tomorrow the US adminis- 
tration will fight back, releasing 
a report to Congress on the first 
three years of the trade accord 
between the US, Mexico and Can- 
ada, in effect since Janaary 1, 
1994. The report will not only 
reopen old wounds over Nafta; it 
could have a big effect on trade 
policy in President Bill Clinton’s 
second term. The short history of 
Nafta could help determine the 
near-term future of American 
trade with Latin America, as the 
president gears up to ask Con- 
gress for “fast trade” authority - 
the right to negotiate trade agree- 
ments without having to submit 
them to a line-by-line veto by leg- 
islators. 

It is hard enough to separate 
fact from fiction in any trade dis- 
pute and that has proved particu- 
larly to be the case with Nafta. 
But American protagonists of 
Nafta seldom seem to try. The 
debate has become a proxy for a 
battle over much larger issues: 
globalisation, economic disloca- 
tion. job insecurity, ethnic para- 
noia and even the future of the 
American middle class. Politi- 
cians have proved adroit at using 
Nafta as a lightning rod for fears 
about economic life in the 2lst 
century. 

“It’s not so much the details of 
Nafta, but Just this [feeling that] 
•we’ve got to do something about 
all these jobs that are going to 
other piases -around the-wark¥. n - 
gays Mr William Daley, the US 
commerce secretary, who shep- 
herded the agreement through 
Congress in 1993. That makes it 
easy to use the agreement to ' 
“touch on a nerve of fear”. 

And, in the US, that nerve 
remains exposed despite condi- 
tions of near-full employment 
an economic resurgence of 
historic proportions. The Depart- 
ment of Labour has ruled that 
125,000 people have lost their jobs 
because of Nafta. Although Nafta 
opponents say this is an underes- 
timate, as Mr Sidney Weintraub, 
a US expert on trade, says, It is 
equivalent to the number of jobs 
created by the US economy every 
fortnight. 

But what matters to the politi- 
cal debate is not facts but public 
perceptions: many Americans 
believe their jobs are insecure, 
badly paid and under threat from 
cheap-labour states such as 
Mexico where - according to Mr 
Dick Gephardt, the Democratic 
party leader in the House of Rep- 
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resentatives - “people can match 
our productivity for pennies”. 

Many Americans believe hun- 
dreds of thousands of jobs have 
been lost as US companies shift 
operations to Mexico: they say 
employers use the threat of relo- 
cation to depress wages paid to 
US workers. Many believe jobs 
have been lost and wages cut in 
Mexico too. A popular perception 
is that, under Nafta, everybody 
loses. 

US administration officials 
admit they bear some of the 
blame for that poor image: strate- 
gically, they erred by selling the 
deal in 1993 on the basis that it 
would create, in the words of a 
State Department official, “jobs, 
jobs, jobs”. Mr Daley admits this , 
too. The “positives and negatives 
may have been overstated: the 
expectations may have been too 
high,” he says. 

Anti-Nafta legislators such as 
Mr Matthew Martinez. Demo- 
cratic congressman from Calif- 
ornia, say the Mexican govern- 
ment - beset since 1994 by a 
currency crisis, two armed rebel- 
lions. ifrug scandals and corrup- 
tion - is not a reliable partner for 
the US. Others, such as Mr Bob 
Clement a Democrat from Ten- 
nessee who backed Nafta in 1993. 
believe the US got a raw deal 
because of the trade deficits it 
has with both partners. “We have 
a $l6.2bn trade deficit with 
Mexico and a $22£bn deficit with 
Canada. That doesn't look much 
like a partnership to me.” Strip 
emotion from the debate, though, 
and there are some underlying 
truths: 

• It is too soon to tell whether 
or not Nafta is working. Three 
years into a process that will see 
the elimination of tariffs within 
15 years, it is hard to assess fun- 
damental structural change. 

• The economies of both the US 
and Mexico have been influenced 
by forces for stronger than those 
unleashed by Nafta. The peso cri- 
sis cost lm Mexican jobs and led 


to a 25 per cent fall in Mexican 
wage rales. The US economic 
boom has pushed US unemploy- 
ment down by 1.4m since 1994. 
The effect of Nafta. on jobs or 
even wages, is difficult to isolate 
and is likely to be marginal. 

• Though national pride may be 
offended by trade deficits, the 
overall volume of trade matters 
more than which country is run- 
ning a surplus, economists argue. 
Nafta has helped expand trade 
between the US, Mexico and Can- 
ada by 45 per cent (according to 
the Nafta commission). 

• The environmental problems 
associated with Mexico’s maqui- 
ladora industries, or assembly 
plants clustered along the bonier, 
have probably got worse as 
migration into these zones has 
increased. But this is because 
employment has grown and 
long-standing tax benefits for 
operating near the border have 
yet to be phased out Still, almost 
everyone agrees that the environ- 
mental provisions of Nafta have 
not worked, at least so far. 

• Nafta may have helped “lock 
in” Mexico to a non-protectionist 
reaction to its financial crisis. 
According to Mr Weintraub. US 
exports to Mexico rose 11 per 
cent from 1993 to 1995. In a previ- 
ous crisis in 1982, US exports fell 
50 per cent as Mexico closed its 
borders. 

• The “great sucking sound” of 
jobs and investment heading 
southwards, forecast in 1992 by 
Mr Ross Perot, then a presiden- 
tial candidate, has yet to be 
heard. Foreign direct investment 
in Mexico almost doubled in the 
three years since Nafta came into 
force to nearly $8bn a year, says 
Ns Nora Lustig of the Brookings 
Institution. However, US and 
Canadian direct investment in 
Mexico is less than 1 per cent of 
plant and equipment expendi- 
tures at home. 

In the end, politics - rather 
than economic focts - is likely to 
determine the course of the 
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Change in 
the weather 

■ Departing Hong Kang . 

' governor Chris Patten and the 
socatto^b&ex-'British colony’s 
rawCbinese rulere havetbedr 
fingers crossed over the weather 
• for the handover festivities ' 
which begin tonight. The 
forecast is a touch txphelpfnl; . 
tfD be either blistering heat or 
torrential rain, rains like it 
did the other morning, we’ll . . 
•-have to cancel." says British 
-ferewell ceremony organiser - 
David Zwolker. ’ 

= ' Fatten, who's tearing with' 
iftiqce Chartes on the royal 
yacht Britannia, doesn't fancy 

bobbing around In rad-harbour 

- apparently the floating palace 

has no staMHsas - nntilthe end- 

ofa seasonal storm, white 
China’s leaders just want the 
test symbol of British rule to 
make a swift exit ThemEQionar 
so people expected to watch 20 . 
tonnes of fireworks go bang and. 
to sang in what’s billed as the 
world's biggest karaoke session 

wont be too keen on stbnny 

weather, either. 

But not all those guaranteed •' 
to keep dry - the 10^000 who’ll 
join President Jiang Zemin and 
Prince Charles in the new 
harbour-front convention 'centre 
for the formal ceremonies ~ are 
completely thrilled about the 
night ahead. Tm stuck from 6.30 


to 2 am. in the convention 
centre, and I must have one of 
the worst seats”, says retailer - 
and club owner David Tang. 

. Also keeping dry will be Chau 
Kai-bong, doyen of the Hong 
Kong social scene, who won’t 
join t he mass sing-in because ”1 
look like, a tenor, but I sing like 
a mosquito". He’s been invited to 
four parties, but fears road- 
blocks may limit him to two. 


Ringing out 

■ AT&T chairman Bob Allen 
has long been a master of the big 
vision. Now, less than a year • • 
before his planned retirement, 
he probably needs one more 
than ever before. 

Kven though he was 
recovering from heart surgery, 
he spent the spring trying to put 
together the mother of all 
corporate mergers - a hook-up 

with SBC Communications that 
would have been twice the size 

otany deal done before. Neither 
Allan nor anyone else at AT&T 
ever officially admitted to the 
plan, but a leak - no doubt to 
test the regulatory waters in 
Washington - made it the most 
talked* about issue in corporate 
America this month. 

It seems that Allen's 
shadow-boxing with Washington 
is over apd the merger is dead, 
killed in large part by regulatory 
concerns. But the SBC plan 
exposed the difficulties AT&T 


will have in going it alone and 
raised doubts over the future of 
John Walter, Allen’s heir 
apparent - the merger would 
have left him on the sidelines, it 
seems. 

Allen has showed himself 
adept at bold changes of 
direction in the past, notably 
when he spun off NCR, the 
troubled computer company 
once billed as central to the 
telephone company’s ftiture. But 
with the collapse of the SBC 
deal, room for manoeuvre may 
be getting more limited. 


Right off 


■ Much gnashing of teeth 
among the militan t right of San 
Francisco, whose beloved 
Freedom's Forum Bookstore has 
started its dosing down sale - 
and not because of tough times 
spiling its own brand of rightist 
thought in the west coast’s 
libera] bastion. 

The departing tenants have 
been ousted. Observer hears, by 
the sort of government tinkering 
with the free market that sets 
their customers reaching for the 
Prozac. City rent controls and a 
preservation order on the 
run-down Victorian-era Market 
Street building allegedly obliged 
the hard-pressed landlord to selL 

He found a willing, well-off 
buyer in the Lesbian, Bisexual 
and Transgender Community 
Center, which wants the place 


for itself. It can probably be 
relied on to restore the structure 
in the best possible taste, not 
least because of the 
multi-million-dollar subsidies 
graciously provided by city and 
federal taxpayers - and so 
detested by the patrons of 
Freedom's Forum. 


Pretoria bound 

■ Britain's former overseas 
development minister Baroness 
Chalk er has jumped the queue of 
Conservative ex-ministers on the 
lookout for jobs after the May 
election debacle. Observer hears 
that the World Bank will 
tomorrow announce her 
appointment as a consultant on 
southern Africa, mainly to 
“build managerial and technical 
capacity”. 

Cbalker is likely to be well 
received in Pretoria: she was the 

first UK minister to recognise 
the ANC. receiving its leaders at 
the Foreign Office when Nelson 
Mandela was still in prison. 

Management consultant 
husband Clive Landa is no 
longer tethered by rules 
covering ministers' spouses and 
is now more free to seek work. 

He knows a lot about team 
baUding and facilitating joint 
ventures between the public 
sector and private finance - in 
other words, helping to build 
managerial and technical 
capacity. 




debate over Nafta and. more 
importantly, the question of 
granting fast track authority' to 
extend free trade agreements to 
all of Latin America, storting 
with Chile. Already. anti-Nafta 
sentiment has forced a delay in 
the fast track debate. President 
Clinton believes he will need to 
expend a significant amount of 
political capita] on Capitol Hill to 
get fast-track authority. He does 
not want to spend it at least until 
the autumn, when the battle over 
the balanced budget is over. 

NAPTA No one believes «t 

™ Mr 1 H will be easy for Mr 
Clinton to get fast- 
track authority 
from the Republi- 
can Congress 
unless he presents 
- a bill that does not 
seek to enforce standards on 
labour and the environment, as 
was the case with Nafta. “Presi- 
dent Clinton could have fast 
track today if he wanted it, by 
not asking to have labour and 
environmental standards added.” 
says Mr Doug Bereuter, a Repub- 
lican congressman from 
Nebraska. But this would be 
unacceptable to much of the pres- 
ident’s own Democratic party. 
"People are feeling burned by 
Nafta.” says a Democratic con- 
gressional aide, adding that the 
momentum in 1993 for trade 
expansion has evaporated. 

Democratic congressmen dis- 
play pictures of new electronics 
plants in Mexico alongside grim 
images of the cardboard shanty- 
towns where employees live. 
These, they say. are the true 
fruits of Nafta. Meanwhile, the 
side accord on labour has been 
Ineffective at guaranteeing Mexi- 
can workers the right to organise 
in trade unions. 

They demand that future trade 
agreements should force US com- 
panies to do more to raise the 
living standard of their non-US 
employees and that foreign trade 
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fair labour law- and prevent neg- 
ative em ironment.il conse- 
quences. That will he the crux of 
the debate oxer f:is.i track' 
whether social policies mi envi- 
ronment and labour rip Ills are 
part of future trade ainvwnents. 
And. even this year, that debate 
will fall Inul nf the presidential 
election polities of 20UU: the two 
most likely contenders for the 
Democratic presidential nomina- 
tion. Vice-president Al Gore and 
Mr Gephardt. ha\e much a 1 stoke 
over fast track. Mr Gore portrays 
himself as the Green candidate 
and Mr Gephanli looks like the 
candidate of labour. 

If President Clinton's fast-track 
proposals shortchange the envi- 
ronmentalists. Mr Gore may pay 
the price in 2000. Trying to find a 
way to avoid this could easily 
lead to further delays over fast 
track - perhaps well into next 
year. That would give Mr Clinton 
a weaker hand next March at a 
summit meeting of western hemi- 
sphere leaders in Chile. 

This in itself would not derail 
the Free Trade Agreement Tor the 
Americas which Mr Clinton and 
the others have agreed to negoti- 
ate by 3005. The process has a 
strong momentum of its own. 
says Mr Robert Devlin of the 
lnterAmerican Development 
Bank. However, it would reduce 
the ability of the US to influence 
the process. In the end. the fate 
of fast track - and of further 
integration of the North Ameri- 
can market - will probably 
depend on how strongly Mr Clin- 
ton wants history to judge him as 
a '‘free trade” president. No one 
knows how much he is willing to 
pay for that legacy or whether it 
can be bought at any price. 

This is the last in a series on 
Nafta in the run-up to the Clinton 
administration's review of the 
trade pact, to go before Congress 
tomorrow. Other articles appeared 
on June 6, H. IS. 25 end 27. 
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100 years ago 

The Florida State Railway 
Commission 

Tallahassee. Florida. 29th 
June. A State Railroad 
Commission has now been 
created by the Socialist 
majority in the Legislature, 
with considerable powers. It 
can fix the railway rales, 
order stations to be built 
where it deems them 
necessary, and regulate the 
schedules. The Commission is 
composed of a lawyer, a 
railway man and a former. 
The railways, which are 
completely at the mercy or 
the Commission, must report 
to it Iheir salary lists and 
every free pass issued by 
them. 

50 years ago 

Canadian Cold Rush 

A new gold strike between the 
Snow Lake and Shcrritt 
Gordon Districts of Manitoba 
is reported by Mr. A.L. Panes 
of the Pannac Diamond 
Drilling Company and Mr. 
Peter Stewart, a prospector 
employed by the international 
Mining Corporation of 
Canada. Gold showings were 
uncovered over a two-mile 
area around a nameless lake, 
which Mr. Stewart named 
Kay lake. Prospectors are 
rushing to the district. 
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Albanians fear violence 
after threats mar poll 


Dy Giy Dtaunora hi Tirana 

Albanians yesterday deserted 
the streets of Tirana, the capi- 
tal, fearing a bloody outcome 
to a general election marred by 
reports of fraud and intimida- 
tion. 

The two main parties - Pres- 
ident Sali Berisha's rigfatwing 
Democratic party and the 
opposition Socialists - accused 
each other of sabotaging yes- 
terday's polL 

Diplomats predicted a close 
result but feared a low turn- 
out. Polling stations closed 
three hours early because of 
fears of violence. Voting was 
brisk in the early hours in cen- 
tral Albania but In many parts 
of the country few dared ven- 
ture out after midday. 

Heavily armed supporters of 
Mr Berisha gathered outside 
his party headquarters. “We’re 
not doing very wen," a Demo- 
crat spokesman conceded after 
a week of rallies at which Mr 
Berisha had predicted victory 
against the Socialists. “Our 
people are under pressure in 
the electoral commissions. 
Bandits are scaring voters to 
lower the turnout." 

The Democrat spokesman 
said the party had not yet 
decided whether it would 
recognise the election results. 



Berisha: unpopular reforms 


which the world hopes will 
restore stability in Albania 
after months of unrest. Mr 
Berisha has said he will resign 
if the Socialists win. provided 
the Organisation for Security 
and Co-operation in Europe 
declares the polls acceptable. 

OSCE officials said the Dem- 
ocrats had started to build a 
case for rejecting the poll 
results, mainly on the grounds 
that their candidates could not 
campaign freely in the south 
where “rebel” committees and 
mafia bosses hold sway. 

The interior ministry con- 
firmed yesterday, that a Demo- 
crat electoral c ommissi on offi- 
cial in the central town of Fier 
had been shot dead. Democrats 


said the killer was the brother 
of a Socialist party official. 

Mr Berisha's party also said 
one of their electoral officials 
had been killed near the 

southern town of Lushrya. The 
Democrats accused armed 
gangs backed by the Socialists 
of terrorising voters. 

The Socialists, led by Mr 
Fatos Nano, said presidential 
guard units and secret police 
had intimidated voters in some 
areas, inclu ding Ti rana 

Mr Berisha’s party won a 
landslide victory in parliamen- 
tary elections in May 1996 after 
widespread fraud and intimi- 
dation. His popularity after 
five years of market-oriented 
reforms plunged after the 
majority of Albanians lost 
money in pyramid schemes. 

Despite widespread hatred 
for Mr Berisha. many Alba- 
nians also mistrust the Social- 
ists, heirs of the Communist 
party which ruled for 46 years. 

The Democrats' ability to 
manipulate the polls this year 
is restricted by the presence of 
over 600 western observers, 
protected by a 7,000-strong 
multinational force and over 
1,000 Albanian monitors. 

Full results are not expected 
before Tuesday. 


Picture. Page 2 


US groups angry at moves 
to ban internet phone calls 


By Alan Cane in London 

US telecoms equipment manu- 
facturers are furious about 
attempts by some European 
countries to ban internet tele- 
phony. which enables calls to 
be placed worldwide at a frac- 
tion of the usual cost_ 

New technology, which 
makes possible internet voice 
calls of a quality similar to the 
switched telephone network, 
threatens to damage the prof- 
its of conventional operators. 

Manufacturers, backed by 
the White House and the Fed- 
eral Communications Commis- 
sion. claim that to regulate 
internet telephony in the same 
way as conventional voice ser- 
vices would significantly 
impede the growth of elec- 
tronic commerce. 

IDT Corporation, a leading 
US manufacturer of internet 
telephony equipment, said the 
industry could have sales of 


S2bn by 2001. “which will not 
be reached if these bans are 
enforced”. 

Manufacturers are con- 
cerned about the Czech Repub- 
lic. which states that internet 
telephony is not permitted; 
Hungary, which says the inter- 
net should not be connected 
with voice channels or the 
public switched network; Ice- 
land. which says only its tele- 
coms authority can legally 
offer voice sendees; and Portu- 
gal which ostensibly lays down 
that voice services are not 
allowed over the internet. 

Portugese sources say, how- 
ever. there is no legislation 
banning internet telephony - 
Portugal Telecom, the national 
operator, simply likes to give 
the impression that ft is not 
allowed. 

Internet telephony takes 
advantage of the fact that tele- 
coms operators sell transmis- 
sion capacity in bulk at low 


prices to internet service pro- 
viders. New technology makes 
it passible to use the internet 
for conventional conversations 
using personal computers. 

IDT points out that most 
operators and governments did 
not feel threatened until the 
company launched a personal 
computer-to-telephone system 
and indicated a phone-to- 
phone system via the Internet 
would follow. “Since we 
released this product, sales 
have increased by 50 per cent 
and the length of call has gnne 
from 3 minutes to 5.5 min- 
utes,” IDT said. 

The company says the four 
countries involved signed the 
World Trade Organisation pact 
In February this year designed 
to open up world telecoms. 
Banning internet telephony, it 
says, violates the accord. 
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Eni share sale three times subscribed 


Continued from Page 1 

at Friday’s official market 
price. 

Demand from Italian insti- 
tutional Investors, who have 
been allocated 109m shares, 
and from North American 
institutional investors, who 
have been allocated 136m 


shares, was above expecta- 
tions. Institutional investors 
in Britain have been allocated 
90m shares, while 72m shares 
have been allocated to the rest 
erf the world. 

The Eni offering was under- 
taken at short notice, bnt Mr 
Dragbi said its success pro- 
vided grounds for optimism on 


future Italian privatisation 
operations. 

Although the government 
cannot sell more Eni shares In 
the next six months, the Trea- 
sury says that the privatisa- 
tions of Aatostrade, a toll 
highway operator, and Tele- 
com Italia, the telecommuni- 
cations group, are imminent 


EU moves 
towards 
Informal 
deal on 
tax levels 

By Lionel Bather in Brussels 

Momentum is growing for a 
voluntary code of conduct to 
stop predatory tax competition 
in the European Union. 

The gentlemen's agreement 
would require member states 
to stop luring capital invest- 
ment and jobs from their 
neighbours through artificially 
low corporation tax and other 
fiscal incentives. 

An EU-wide deal on direct 
taxation would challenge one 
of the last bastions of national 
sovereignty and would there- 
fore be limited in scope ini- 
tially. But BU governments 
appear to be more 
open-minded about fiscal 
co-operation. 

Luxembourg, a resolute 
defender of its status as a tax 
haven, has declared it is ready 
to make tax reform a priority 
of its six-month EU presidency 
which it assumes tomorrow 
from the Netherlands. 

Last week, Mr Jean-CIaude 
Juncker, the Grand Duchy's 
prime minister, signalled he 
was willing to agree to a new 
EU directive on withholding 
tax in exchange for a broader 
package on fiscal harmonisa- 
tion. 

Luxembourg is nnripr heavy 
pressure from Germany to 
plug its withholding tax loop- 
hole on foreign deposits which 
Bonn says is encouraging an 
outflow of tax revenue. 

Mr Juncker is expected to 
join forces with Mr Mario 
Monti. EU internal market 
commissioner, to work on a 
package. Mr Monti's group of 
national finance ministry rep- 
resentatives has already 
reached broad agreement on 
criteria for judging harmful 
tax competition. 

These include a lack of 
transparency; different treat- 
ment for residents and non- 
residents; failure to comply 
with Organisation for Eco- 
nomic Co-operation and Devel- 
opment standards on price 
transfers by multinationals; 
and a low level of taxation in 
relation to the level of general 
taxation in the country. 

Mr Monti has set a deadline 
of mid-July for agreement on 
the new tax guidelines. But 
any deal would still require 
unanimity among the 15 EU 
governments and obstacles 
remain. 

Britain’s Labour government 
has reversed the hostile atti- 
tude to EU-wide tax co- 
operation adopted by its Tory 
predecessor. But London is 
still wary of signing up to a 
code of conduct which could 
prove unenforceable. 

The first political test for tax 
reform comes in mid- 
September when Luxembourg 
presidency chairs an informal 
meeting of EU finance minis- 
ters and central bankers in 
Mondorf-les-Bains. 


FT WEATHER GUIDE 


Europe today 

It wtH be dry with sunny spells in 
Scotland and Ireland. 

Cloud and rain are expected In 
eastern and southern England. There 
will be a strong northerly wind along 
the east coast 

The Benelux and France wiU have 
showers and thunder storms. 

Eastern Europe win be very warm 
with thunder storms sprea e fin g 
eastward across western Poland. 
Austria and Hungary. 

Northern Italy wiR have scattered 
thunderstorms. Southern Italy wiB 
stay dry and sunny. 

Most of Spain and Portugal wBI be 
sunny. Greece and Tisfcey wfll be 
hot and sunny. 

Fhre-day forecast 

The British Isles, the Benelux. 

France and Germany will stay 
unsettled with showers and not 
much sunshine. 

Southern Norway wA have very 
heavy rain on Tuesday and 
Wednesday. 

The Mediterranean will be dry and 
sunny. 
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Hong Kong takeaway 


Predictions of fear and chaos as 
Britain hands Its last great colony 
back to a Communist regime have 
been a little wide of the mark. Hong 
Kong property prices are up 30 per 
cent this year and the stock market 
has risen 13 per cent - hardly evi- 
dence of panic. The city's inhabitr 
ants are rightly worried about the 
possibility of corruption and the 
erosion of the independence of its 
legal system and press freedom. But 
for business, 1997 will be less signif- 
icant than 1973, when China 
unleashed capitalism in its 
southern provinces and underwrote 
Hong Kong's recent economic mira- 
cles. 

Nonetheless, the handover of cor- 
porate power has convincingly 
beaten tonight's flag-raising cere- 
mony. Last year, China gained 
effective control of Hong Kang's air- 
line, Cathay Pacific, and made sig- 
nificant inroads in the property seo- 
t or. T his year, Hongkong Telecom 
(HKT) and China Light & Power 
(CLP) joined the fold. The only 
remaining sector where British 
interests exert considerable control 
is banking. Restructuring of HSBC 
and Standard Chartered's interests 
in Hong Kong is likely, but since 
Bank of China already has a large 
slice of the market, it does not look 
a pressing issue. 

This changing of the guard has 
been the only ga me i n town this 
year. Take HSBC. HKT and CLP out 
of the Hang Seng index and the 
other bine chips have scarcely 
risen. The rest of the action has 
been in the ‘Tied Chips”, or China- 
controlled Hong Kong businesses. 
In 1990, these accounted for less 
than 5 per cent of the stock market 
That has risen to 15 per cent and 
wiD increase py ptmentiaHy as Hong 
Kong fulfils its natural role as a 
capital-raising centre for Its new 
sovereign. Bat dragging a tiger 
economy into the mature confines 
of the Hong Kong stock market is 
not without risks. It has brought 
with it the opacity and volatility of 
a fledgling emerging market. And it 
will be hard for Hong Kong's regm 
lators to police Chinese capital 
flows into Chinese-controlled com- 
panies without Inviting in the Com- 
munist authorities - something 
the; would rather avoid. Without 
strict regulation, it is only a matter 
of time before some corporate atroc- 
ity knocks the stuffing oat of the 
market 

A more immediate risk is that 
Hong Kong’s new chief executive, 
Mr Tung Chee-hwa, may tackle the 
task of deflating the property mar- 
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ket with excessive vigour. But the 
Interests of property developers lie 
in maximising the amount of prop- 
erty they can sefl. And if Mr Tung 
adjusts the bureaucratic restraints 
os converting land into property, 
and increases the supply of land, 
the interests of both Hong Kong’s 
developers and inhabitants would 
be usefhliy served. 

However, the real driver for the 
stock market over the next few 
months will be capital flows from 
China. With a trade surplus and a 
rapid reallocation of savings, there 
has been a flood of liquidity into 
financial markets. China could try 
to stem these flows through regula- 
tion or sabre rattling. But it is anx- 
ious to impress renegade Taiwan 
with the success of Hang Kang’s 
reintegration; and so it win be loath 
to do anything that might spoil the 
party. 

Eurotunnel 

Less than two weeks before the crit- 
ical shareholder vote on its £9bn 
<$14B8bn) restructuring plan. Euro- 
tunnel's management seems to be 
getting nervous. Mr Patrick Pon- 
solle. the chairman, suddenly 
appears willing to share future prof- 
its with the French and UK govern- 
ments if they extend Eurotunnel's 
operating concession beyond 2052. 
Until now, he had been arguing for 
a 999-year concession almost as a 

matter of right 

This suggests Eurotunnel is wor- 
ried ennngh by the increasing oppo- 
sition to the restructuring to dangle 
any kind of carrot in front of its 
much-bruised shareholders. 
Whether winning a longer conces- 
sion will swing extra votes manage- 
ment's way is open to doubt how- 
ever. While adding several hundred 
years to the concession sounds 
impressive, the benefits are so dis- 


tant that they add little to Euro- 
tunnel's current value. It is unlikely 
to influence those shareholders who 
are so implacably against the pro- 
posals that they are willing to con- 
template Eurotunnel's bankruptcy 
and the loss of their entire invest- 
ment. And those rebels who are 
merely playing at brinkmanship 
will presumably vote for the 
restructuring on July 10 whatever 
noises they are making now. 

Eurotunnel’s management might 
have been better advised to secure a 
deal with shareholders first and 
then negotiate with the two govern- 
ments from a stronger position. 

Gazprom 

Gazprom has taken some giant 
leaps towards establishing itself as 
a credible borrower in the interna- 
tional capital markets. But as its 
shareholders’ meeting confirmed at 
the weekend, the giant Russian gas 
company still has many miles to go. 
The impression hardens that Gaz- 
prom is driven by the diktats of 
influential rival political-financial 
“clans" rather than the interests of 
its shareholders, who may fondly 
imagine they own it. So Intense was 
the in-fighting that the chairman 
did not even find time to sign off on 
Gazprom’s first set of international- 
standard accounts - which was to 
have been the meeting’s highlight. 

For the moment. Gazprom's old 
guard can declare a victory, which 
is a comfort, of sorts, for investors 
craving stability. The generosity of 
the French financial establishment 
in stumping up $lbn - via an emer- 
gency Credit Lyonnais loan - 
enabled Gazprom to pay its back 
taxes. That has saved tire skin of Mr 
Rem Vyakhirev, the chairman, for 
now. But the pressures on Gazprom 
to transform itself into something 
approaching a normal company are 
unlikely to abate for two reasons. 

First, Russia's crusading govern- 
ment remains determined to exert 
more Influence as Gazprom's big- 
gest shareholder. Second, the group 
is still desperate for foreign cash, 
given the scale of the domestic non- 
payments crisis. Gazprom has 
already raised big loans secured on 
its most juicy gas supply contracts. 
But in the absence of greater clar- 
ity. acceptable forms of collateral 
will rapidly run out Its latest cha- 
otic attempts to raise finance by 
shuffling its bankers by the week 
have only confused the market and 
irritated potential lenders. Investors 
cry out for a coherent, long-term 
plan. 


RECOMMENDED CASH OFFER BY 
DLJ PHOENIX SECURITIES LIMITED 
on behalf of 
ERYCINUS PLC 
for 

C E HEATH PLC 

DU Phoenix Securities Limbed (“DLJ Phoenix”) announces cm behalf of Erycinus pic ( “Erycinus ’’J that, by 
means of a formal offer document dated 27 June. 1997 (the “Offer Document”). DU Phoenix has made an offer 
(the “Offer”) on behalf of Erycinus to acquire all die ordinary shares of 20p each (“C E Heath Shares”) in C E 
Heath PLC 0*0 E Heath”). Terms defined in die Offer Document have the same meanings in this advertisement. 

.The Offer is I43p for each C E Health Share. The C E Heath Shares winch are subject to the Offer will be 
acquired fully paid free from all liens, charges, or encumbrances, rights of pre-emption and any other third party 
rights of any nature whatsoever and together with all rights now or after the date of the Offer Document attaching 
thereto. 

Holders of C E Heath Shares, other than certain overseas C E Heath shareholders, may elect to receive loan notes 
to be issued by Erycinus (“Loan Notes”) in stead of some oral! of the cash consideration of I43p per CE Heath 
Share to which they would otherwise be entitled under tbe Offer on the basis of £1 nominal of Loan Notes for 
eveiy £1 of cash consideration receivable under tbe Offer. Fractional entitlements to Loan Notes will be 
disregarded and not paid. The Loan Notes will be transferable subject to certain restrictions, but no application 
will be made for the Loan Notes to be listed or dealt in on any stock exchange. 

The full terms and conditions of the Offer are set out in the Offer Document and m the related Form of 
Acceptance. Accepting C E Heath shareholders may only rely upon the Offer Document and Form of Acceptance 
for all tbe terms and conditions of the Offer. Copies of the Offer Document and Form of Acceptance area variable 
for collection during normal business hours from Bank of Scotland. New Issues. Apex House, 9 Haddington 
Place. Edinburgh EH7 4AL or from Bank of Scotland. New Issues. Fast Floor, Broad Street House. 55 Old Broad 
Street. London EC2P 2HL or from DLJ Phoenix Securities Limited, One Laurence Pountney Hill. London EC2P 
2HD. 

Acceptances of the Offer should be received by no later than 3.00 pm on 18 July 1998 (or such later time(s) 
and/or date(s) as Erycinus may, subject to the City Code on Takeover and Mergers, decide). The Offer is made by 
means of tbe Offer Document and is made to all holders of C E Heath Shares, including those to whom the Offer 
Document is not being despatched. 

The Offer is not being made, directly or indirectly, in or into or by use of the mails of. or by any means or 
instrumentality (including, without limitation, facsimile transmission, telex or telephone) of interstate or foreign 
commerce of. or any facility of a national securities exchange of. the Untied States, or any area subject to its 
jurisdiction or any political subdivision thereof nor is it befog made in Canada. Australia or Japan. Accordingly, 
copies of tbe Offer Document, die related Form of Acceptance and any other related documents are not being, 
and must not be. mailed or otherwise distributed or sent in or into the United States. Canada, Australia or Japan 
and persons receiving such documents (including custodians, nominees and trustees) must not distribute or send 
than in, into or from the Unified States, Canada. Australia or Japan. 

The Loan Noses have not been, and wilt not be, registered under the Untied State Securities Act of 1953, as 
amended or under the securities laws of any jurisdiction of foe United States or foe relevant securities laws of 
Japan and the relevant clearances wifi not be obtained from foe regulatory authority of any province or territory of 
Canada. In addition no prospectus in relation to foe Loan Nates has been, or win be, lodged with, or .registered by, 
tbe Australian Securities Commissi on. Accordingly, tire Loan Notes may not be offered, sold resold, delivered, or 
distributed directly or indirectly, in or into foe United States, Canada. Australia or Japan (except in transactions 
exempt from or not subject to, the registration requirements of foe United State Securities Act of 1933, as 
amended, and otherwise in compliance with aQ legislation). 

DU Phoenix is acting for Erycinus in connection with foe Offer and no one else and will not be responsible to 
anyone other than Erycinus for pr ov iding foe protection afforded to its .customers or for providing advice in 
relation to the Offer. 

The directors of Erycinus accept legponrihilitY for foe tofonnation contained in this advertisement and m rti» h»-^ 
of their knowledge and belief (having taken all reasonable care to ensure that such is foe case) foe information 
contained in this advertisement is in accordance with the facts and does no omit anything likely to affect the 
import erf such information. 

27 June 1997 
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BRIEF 


AT&T and SBC 
drop merger plan 

The prospect of a new spate of large 
acquisitions in the US telecommunications 
industry receded over the weekend as it 
emerged that AT&T SBC Communications 
had given up their pursuit of a merger. Regula- 
tors feared the combination of the two compa- 
nies would hamper competition in the $200fan 
US telephone market. Page 22 

BSJcyB tries to turn negative sentiment 

Sam Chisholm, chief executive of British Sky 
Broadcasting, is to try to persuade institutions 
that the negative sentiment to the satellite ven- 
ture in. the City of London has been overdone. 
More t han £3.5bn ($5.77bn) has been Wiped off 
the value of BSkyB this year. Page 20 

FideJRy to set up broker in Japan 

Fidelity, the world’s largest mutual fund com- 
pany, has been granted permission to set up a 
stock broking business in Japan. Rdelity pin™ 
to became the first foreign group to offer US- 
style telephone investment services directly to 
Japanese investors. Page 21 

BBC In SI .7 bn bid for London Life 

Royal Bank of Canada has made a friendly 
C$2.4bn ($1.7 bnJ o ffer for London f.ife , Canada’s 
biggest underwriter of individual life policies. 
The bid marks the most ambitious diversifica- 
tion by a Canadian bank since deregulation of 
financial services began a decade ago. Page 22 

Cement merger proposed for Spain 

Cnnents Franca is. the French cement producer 
controlled by Italcementi, the Italian group, has 
proposed a merger in Spain which would create' 
the country’s second-largest cement concern. Its 
plan would involve its Spanish subsidiary Fin- 
andera y Miners being absorbed by Cementos • 

M olios, a Barcelona-based company, 39 per cent 
of which it already controls. Page 20 

Sidtv of Brunei buys London property 

Greycoat, the UK property company, is to con- 
firm that it will sell Emhankmwnf place in Lon- 
don for £2Z0m <$346m) to two offshore compa- 
nies controlled by the Sultan of Brunei. Page 20 

Two bids for Dfisseldorf airport 

The German state of North Rhine Westphalia 
has narrowed its selection for the sale of 50 per 
cent of Dflsseldorf airport to two consortia, one 
led by the Harpen concern, and the other by 
Hochtief, the construction company. Page 20 

WafWest tries to force Barclays* hand 

National Westminster Bank, the large UK bank- 
ing group, has asked the country’s Takeover 
Panel to force its rival Barclays to make an 
“unequivocal statement” about whether it 
Intends to launch a bid. Page 20 

Tan* Instruments to delist in Tokyo 

Texas Instruments, the US semiconductor man- 
nfflH jH Pi t is to delist from the foreign section of 
.the Tokyo Stock Exchange. TI said there was 
little advantage in being listed in Tokyo because 
of slow trading in foreign stocks. Page 22 

Anbeuser-Buscflt’s Mexican purchase 

Anheuser-Busch, the US brewer, is increasing 
its stake in Grupo Modelo, the Mexican brewer, 
by buying a further 13.25 per cent of the com- 
pany for about $550m. The purchase will lift 
Anheuser-Busch's stake to 50.2 per cent Page 20 

Pr&nt runner for top job at Railtrack 

Mr Gerald Corbett, finance director until last 
weds of the UK food and drinks group Grand 
Metropolitan, has emerged as a front runner to 
take over as chief executive of Railtrack. the 
com pany which owns railway track, stations 
and signalling in the UK. Page 20 
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Eurotunnel profits demand 


UK and France put 
forward condition for 
extending concession 


By Andrew Jack In Paris and 
WbBam Lewis In London 

The British and French 
governments are riAip^Hing a 
share of fixture prefits earned 
by Eurotunnel in exchange for 
extending the length of its 
operating concession. 

Mr Patrick Ponsolle. Euro- 
tunnel’s chairman, indicated 
in an interview that the two 
countries were likely to agree 
in principle “in the days to 
come" to grant the company 
the right to continue operating 
tHp Chann el tunnel rail link 
after the current expiry date in 
2052. 

Mr Ponsolle said he was will- 
ing to share future profits with 
the governments, but only on 
condition that shareholders 
also received “a decent return" 
and that no such additional 
payments were levied until 
after 2052. 

He also said Eurotunnel 
would da “everything in its 
power” to encourage more 
long-haul rail freight traffic to 
use the tunnel - a second 
demand mado by the British 
government 

However, he argued that 
Eurotunnel’s powers were lim- 
ited, given the need for action 


Marelli 
to acquire 
Brazilian 
company 

By Jonathan Wheatley 
in S5o Paulo 

Magneti Marelli, the Italian 
vehicle component manufac- 
turer controlled by the Fiat 
group, is to buy control of 
Cofap, Brazil's largest compo- 
nent maker. The deal marks 
another step in the restructur- 
ing of Brazil's vehicle compo- 
nents industry. 

Magneti Marelli said it 
would buy 70 per cent of 
Colap's voting capital: SO par 
cent from Bradesco, Brazil's 
biggest private sector bank, 
and 40 per cent from the neph- 
ews of Cofap’s founder, Mr 
Abraham KasinskL The deal 
depends on completion of “due 
diligence" procedures and its 
value has not been disclosed, 
although It is estimated at 
between Sl20m and $200m. 

A further ll per cent of vot- 
ing stock held by Mb’ K as m s k i 
is due to be sold to Mahle, the 
German parts maker, by July 
11. Bradesco will retain a 10 
per cent stake. 

The deal follows the sale cm 
June 26 last year of control of 
Metal lave, a leading Brazil- 
ian maker of engine pistons, 
to a consortium formed by 
Cofap, Mahle and Bradesco. 
Under the terms of the sale, 
the buyers had one year in 
which to agree redistribution 
of control of the resulting con- 
glomerate. 

The companies declined to 
comment on the deal, but 
industry figures said privately 
that Magneti Marelli's 
involvement followed the fail- 
ure of Mahle and Cofap to 
agree terms and that a further 
redi stribu t i on of control, with 
Mahle taking a bigger stake in 
a restructured Cofap, was 
likely. 

The new group is expected 
to take advantage of synergies 
b et w een its companies’ busi- 
ness areas. Cofap’s main prod- 
ucts are shock absorbers, 
engine components, particu- 
larly piston rings, and exhaust 
systems. Mahle is the world’s 
biggest maker of pistons, 
while Magneti Marelli’s prod- 
ucts include instruments, elec- 
tronic fuel injection systems, 
starter motors and exhaust 
systems. 

The deal comes amid big 
changes affecting Brazil's 
vehicle components industry. 
The tread towards “global 
sourcing”, with vehicle manu- 
facturers demanding supply of 
standardised parts to factories 
around the world, has led to a 
wave of mergers and acquisi- 
tions between local and multi- 
national component makers. 

At the same time, the 
increasing openness of Bra- 
zil's markets baa exposed 
many small, under-equipped 
parts makers to strong foreign 
competition. 


by other railway operators to 
entice more freight haulage 
companies away from road 
transport. Mr Ponsolle added 
that he did not believe lower- 
ing the tunnel’s tolls would 
make a significant difference 
to freight volumes. 

Mr Ponsolle warned that if 
shareholders rejected the £9bn 
($14.8bn) dabt restructuring 
plan currently under discus- 
sion with its 174 creditor 
t»nkR, the probability of inves- 
tors receiving any return was 
“zero". He said it would bring 
about “a form of collective sui- 
cide". 

He said Eurotunnel would be 
forced to file for bankruptcy in 
the days following the extraor- 
dinary general ma l tin g sched- 
uled for July 10, if dissident 
shareholders achieved a block- 
ing minority of 25 per cent of 
those present and prevented 
the plan from being approved. 

He said the banks had 
clearly indicated that they 
were unwilling to r enego ti ate 
the restructuring agreement 
and would quickly posh for 
their right of “substitution’’’, 
allowing them to appoint 
another operator in place of 
EurotunneL 

Mr Ponsolle’s comments 



Eurotunnel chai rman Patrick Ponsolle: warning over bankruptcy 


came as pressure on the com- 
pany was increasing in the 
days ahead of the July 10 
meeting At least two French 
organisations collecting 
proxies have said they will 
vote against the restructuring 
plan. 

Pirc, the UK corporate gover- 
nance body, is urging share- 
holders to vote for the 
restructuring plan. “Share- 


holders should not risk the 
loss of equity by rejecting the 
restructuring." Pirc said. 

Pirc said that “on balance 
we consider that the proposals 
are not detrimental to share- 
holders given the current 
financial context of the com- 
pany and the more favourable 
financial environment which 
the deal would create". Mr 
Ponsolle hinted that he would 


resign if shareholders blocked 
the plan. “I am so convinced 
that a “no" vote will bring 
about the ruin of shareholders 
and be an extraordinary risk 
for the company . . . that if 
they consider what has been 
done is insufficient. I will 
assume the consequences.” he 
said. 

Lex, Page 18 


Reuters falls behind rival EBS 
on electronic broking market 


By Simon Ku per 

Reuters, the media giant. Is 
falling behind rival. EBS in the 
race to dominate electronic 
broking in the $520bn-a-day 
foreign exchange spot market 

An daily average of 21,000 
“matches", or currency deals, 
were completed on Reuters’ 
electronic spot broking , system 
in the first quarter of this 
year, according to documents 
obtained by the Financial 
Times. That compares with an 
average 24.000 for EBS, a sys- 
tem owned by a consortium of 
leading foreign exchange 
banks. 

Renters launched its 2000-2 
spot broking system in 1992, 
followed a year later by EBS. 
The two systems allow forex 
traders to boy or sell curren- 
cies simply by pressing but- 


tons on their screens. The 
systems have sharply cut the 
market share of the traditional 
“voice brokers”, which match 
buyers and sellers by tele- 
phone. 

The figures, from a recent 
Reuters presentation to clients 
In New York, suggest that EBS 
may have a significantly big- 
ger market share than Reu- 
ters. The average deal on EBS 
is worth more than $3m, com- 
pared with less than $2m on 
Reuters’ 2000-2. About *100bn 
is dealt on EBS each day. and 
the system claims 37 per cent 
of all spot broking in London, 
the world's biggest forex mar- 
ket 

Reuters said: “We would 
acknowledge the feet that the 
size of EBS’s deals is bigger 
than our deals. Their share- 
holders are the large forex 


banks." The Reuters' spot 
broking system is used by 
L212 bank branches, compared 
with 650 that take EBS. How- 
ever, many of Reuters’ banks 
are small and transact rela- 
tively minor currency deals. 

Mr Richard Comotto, foreign 
exchange consultant said: "If 
credit issues are overcome, 
you might see the migration to 
one system, and there is little 
doubt that that system would 
be EBS. at least in the major 
currency pairs.” 

Mrs Rosalyn Wilton, manag- 
ing director of transaction 
products at Reuters, said: “The 
market has demonstrated its 
desire for more than one elec- 
tronic broker, particularly for 
major currencies." The exis- 
tence of two leading electronic 
brokers reduced systemic risk, 
she said. 


Reuters does not publicly 
reveal data regarding its 2000-2 
system. However, the docu- 
ments obtained by the FT 
showed that Reuters had tri- 
pled its number of daily 
“matches" since the start of 
1995. EBS figures also reveal 
sharp growth: the two 
systems’ combined share of 
dollar/yen spot broking in 
Tokyo has risen from less than 
30 per cent to almost 70 per 
cent since April 1995. 

One hope for Reuters is that 
it is strongo- than EBS in the 
fast growing emerging-market 
currencies. This year it has 
launched broking in the Czech 
koruna, the Mexican peso and 
the Greek drachma. 

This month Reuters 
launched a trading system in 
the $670bn foreign exchange 
forwards market 
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Moulinex 
junk bond 
boosts 
European 
market 

By Edward Luce 

Moulinex, the French 
household appliances com- 
pany, boosted Europe’s fledg- 
ling junk bond market at the 
weekend with the launch of 
the first high-yield bond Lo be 
denominated in French francs. 

The FFr300m (55 1.54m) 
bond, which has not been 
given a rating by the credit 
rating agencies, is Europe's 
sixth jnnk bond issue since 
the market came into exis- 
tence earlier this year- Previ- 
ous junk issues have been 
denominated in D-Marks and 
sterling. 

The Moulinex bond, which 
is priced to yield an interest 
rate 2.1 percentage points 
above Libor (the rate at which 
London banks lend to each 
other), broadens the investor 
base for European junk bonds 
to a third currency market. 

Investment banks are eager 
to interest as many investors 
as possible in junk bonds 
before European monetary 
union next year. The abolition 
of up to 11 currencies will 
deprive Europe’s bond traders 
of much of their profit from 
currency and interest rate 
arbitrage. Movements in the 
value of junk bonds are based 
more on differences in the 
credit quality of borrowers 
rather than on movements In 
the foreign exchange markets. 

A junk - or high yield - bond 
is debt which is either unrated 
or has been awarded a credit 
rating below tbe investment 
grade threshold of BBB- at 
Standard & Poor's and Baa3 at 
Moody’s Investor Services. 

“There has been very' strong 
demand for this [Moulinex] 
issue from all over Europe." 
said an official at Bankers 
Trust, which jointly arranged 
the deal with Credit Lyonnais. 
“We conid easily have doubled 
the size of the bond." 

Moulinex, which made a 
profit of FFr29m last year 
after four consecutive years of 
heavy losses, is in the midst of 
a sweeping restructuring plan 
designed to torn the compa- 
ny's fortunes around. 

The launch of the five-year 
floating rate bond, which will 
be listed in Paris and Luxem- 
bourg. fallows a FFr52 5 ra 
rights issue in January. Tbe 
company’s share price has 
risen by over 25 per cent to 
almost FFr170 since it 
announced its results in May. 


El Nino biggest 
climate threat to 
crops in 50 years 
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Communication infrastructure 
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By Gary Mead 

Climate disruption caused by 
the warming of the Pacific 
ocean, known as El Nifio, is 
threatening to drive prices of 
agricultural commodities 
sharply higher in the next few 
months. 

Scientists fear that the 
effects of Ell Niflo could be the 
worst for 50 years, producing 
droughts in some countries 
and floods in others. 

“We are seeing a major El 
NIfio development in the cen- 
tral Pacific region and we are 
certain that it will be as big as 
anything in the last 50 years. 
The only thing we are not sure 
about is if it will be the big- 
gest or simply one of the top 
three of the past five decades," 
said Mr Ants Leetmaa. director 
of the Climate Prediction Cen- 
tre for the National Weather 
Service, part of the US 
National Oceanic and Atmo- 
spheric Administration. 

The economic consequences 
for nations that depend mi pro- 
duction and export of essential 
commodities such as sugar, 
cocoa, coffee and tea, could be 
enormous, according to Mr 
Leetmaa and other US scien- 
tists monitoring climate 
change. 

The last severe El Nifio 
effect Occurred in 1982-83. It 
was responsible for billions of 
dollars worth of damage to 
crops around the world, live- 
stock and property in the US. 
TjrHn America, the Far East 
and Africa. South Africa was 
reduced from a significant 
regional grain producer to an 
importer of 1.5m tonnes of 
com. 

El Nifio is the term for an 


abnormal state of the ocean- 
atmosphere system in the trop- 
ical Pacific, carrying serious 
implications for global weather 
systems. El Nifio, which in 
Spanish means the Christ 
child, acquired its name 
because its full impact gener- 
ally coincides with Christmas. 

The NOAA's forecast for this 
year’s El Nino says the conse- 
quences will be “increased 
rainfall across the southern 
tier of tbe US and in Peru, 
sometimes resulting in 
destructive flooding: and 
drought in north-east Brazil, 
south-eastern Africa, and the 
west Pacific". 

Many of these areas are pro- 
ducers of sugar, leading com- 
modity analysts to predict that 
sugar crops could decline by as 
much as 20 per cent next year. 
Thailand’s Cane Sugar Board 
has forecast a fell of between 
10 per cent and 15 per cent in 
the country’s sugar production 
to 5m tonnes this year, 
because of drought 

Kenya's tea crop is down by 
at least 20 per cent as a result 
of drought, which has also 
affected Jamaican agriculture. 
Australia has forecast that 
drought will cut the value of 
its agricultural exports by 5 
per cent in 1997-98. 

El Nlfio’s heavy rains can be 
just as devastating. Mr Jos£ 
CarvaL president of Ecuador's 
National Cocoa Exporters 
Association, said: “If this El 
Nino current phenomenon con- 
tinues, producing heavy rains, 
then damage to the Christmas 
crop is expected." Peril has 
declared a state of emergency 
in nine of its 24 regions, in 
preparation for El Nino-related 
disasters expected this year. 


(translated version from the original and 
binding Danish text) 

The City of Copenhagen plans to cary through a tender during the arfumn erf 1997 ftx a number erf the 
facies and structures erf toe City of Copenhagen which may be used for toe esfobSshment of 
communication infrastructures. 

The tender is expected to include a wide range of facilities aid structures which may after Jmfividuallyor 
in combinations function as low level buBdjno blocks In back bone and subscriber loop communication 
infrastructures wiftin toe wea erf toe City of Copenhagen. 

• The Copenhagen Energy has already installed and operates an optical fibre network with a 
total cable length of approx. 250 ton and with a total fibre length erf approx. 1.500 km; 

• The Copenhagen Energy has already installed and operates a communication network 
inciting pipe tracers of a total length of approx. 150 km; 

• The Copenhagen Rrebrigade has already installed aid administrates a communication 
network siduefing approx. 70 Km of pipe tracers; 

• The Copenhagen Sewerage Department owns and administrates approx. 800 km of sewer 
fines; 

• The City of Copenhagen administrates land areas and approx. 200 biddings suitable for 
installation of antennas; 

• The City of Copenhagen ad mi nistr ate s more than approx. 500 bukfogs suitable for 
inste&a&on of communteaton equipment 

Please find a prel i mi na ry description of afl the facilities and structures in the ‘Invitation to Declaration of 
Maresf below. 

it should be pointed out that toe City of Copenhagen Is developing a GIS system. 

The mam idea of toe intended tenter is to mete the abovwnertioned faefflies and strudues or parts 
thereof available to one or more interested parties against payment However, the actual scope and legal 
form of fte aooessftflity to the facilities and structures still need to be settled. 

Afl interested parties are hereby Invited to submit a description of their special needs, wishes and 
possibAties for making use of the mentioned faefflies and structures with a view to help assisting the City 
of Co p enhagen in preparing aid a rranging toe intended tenter. AD declarations of interest trust be 
submitted in writing no later than Monday 18 August 1997 at 12:00 AM (Central European time) to the 
consultancy firm assisting fte City of Copenha g en In toe tender procedure: 

Andersen Management totemaflonal AfS 

Aft Kurt Schou 

Strandgade24 

DK-1401 Copenhagen K telephone: -*45329664 32 

Denmark fax: -*45 32966433 

More detsBed terms and conditions for toe submission of a declaration of Interest w3J follow In toe 
TnvSaffon to Declaration of tntomsC which w* be avatiabte as of Monday 30 June 1997 from Andersen 
Mdi a gemen tlntemaional A/S at toe abcv&mentloned address. The document may also be downloaded 
from tha Internet from toe City of Copenhagen's web page wwwJcbhbas&CopenhagfinCIty.dk. 

Besides, toe ‘Invitation to Declaration of WeresT indudes a description of the City at Copenhagen's 
wishes regarsng toe subject matters of fte declarations of interest 

The City of Copenhagen reserves toe right to utSse any submitted proposals as further desofoed in (he 
■fovaation to Declaration of Interest’. It is not a corrftion for participation in the intended tender procedure 
to have submitted such dedaraflon of interest 

The adual Impiementtioh of the tender procedure fanpfes acceptance by toe City Councfl, and the City 
of Copenhagen is not by inviting declarations of interest committed carrying through Otis process of 
declarations of interest to carry on toe actual tender. 

Any costs incurred by toe Interested parties in toe declaration of Interest process mil be of no concern 
whatsoever to toe City of Copenhagen. 
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GrandMet man emerges as frontrunner for chief executive post 

Railtrack succession gauged 


By Charles Batchelor and 
CWstophar Price 

Mr Gerald Co r b ett, finance 
director until last week of 
the food and drinks group 
Grand Metropolitan, has 
emerged as a frontrunner to 
take over as executive 
of Railtrack, the owner of 
railway track, stations and 


Railtrack, which was 
floated in May 1996, is 
looking to replace Mr John 
Edmonds, a long time 
railwayman, who Is due to 
retire next March. 

The company said 
yesterday that no 
appointment had been made 
but “It is no secret that we 
are looking to replace Mr 
Edmonds’*. It added: 
“Various people have been 
approached over the last few 
weeks.” However, it is 
understood that while no 

form n 7 offer hog been 
to Mr Corbett, he heads a 
short-hst for the post 

Railtrack is going through 
a critical phase as it faces 
the prospect that the 
government or the rail 
regulator. Mr John Swift, 
will impose tighter 


regulation on its activities. 
The company last week 
backed down from 
confrontation with the 
regulator, agreeing for him 
to have stronger powers of 
enforcement over its 
investment programme. 

Mr Corbett, 45. stepped 
down after GrandMet 
merged with Guinness and 
his counterpart at Guinness, 

Mr Philip Yea. was 
appointed fina n ce director of 
the combined group. 

After attending Oxford, 
and the Harvard and London 
business schools, Mr Corbett 
became financial controller 
at Dixons, the electrical 
retailer. He later went to 
Redland, the building 
materials group, and joined 
GrandMet in 1993. He 
received a £600,000 severance 
payment from GrandMet. 

Mr Edmonds and the 
Railtrack chairman, Sir 
Robert Horton, are currently 
engaged in a programme 
known as C-Change to create 
a more commercial culture 
in a company employing 
11,000 people from both 
British Rail and the private 
sector. 

The company's shares 




Gerald Corbett: farmer finance director at GrandMet 


were floated at 390p and are 
currently at 616 %p, but it 
has been at the centre of 
controversy with criticism of 
tts monopoly position and its 


MuHionoil whack it odfavaieci to (he holder* qftfea bearer bond* detenbod Maw <i tudtbcr an qflfer » jwciidi* ncr a leUdtatkn tf m offer to aeS than 
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NatWest calls 
for ‘official’ 
bid statement 


failure to respond quickly 
enough to the demands of 
the train operators and to 
the Investment targets set 
by the regulator. 


By WHam Lewis, 

In vestm e nt Correspondent 

National Westminster Bank 
has asked the Takeover 
Panel to force tts rival Bar- 
clays to make an “unequivo- 
cal statement” about its bid 
intentions. 

NatWest is concerned that 

reports that Barclays is con- 
sidering launching a take- 
over have caused anxiety 
among j£S staff 

“Takeover Panel rules are 
meant to protect people from 
these sorts erf things," Nat- 
West said yesterday. “We 
have already spoken to the 
Takeover Panel and asked 
them to say *what is going 
on’. This was much more 
than a market rumour . . . 
we want it to get Barclays to 
make an unequivocal state- 
ment” 

However, Barclays said 
yesterday that it had not 
been contacted. 

Barclays reiterated com- 
ments it made last week that 
reports about a possible 
takeover of NatWest are 
“rumour and speculation. 
T.ntft all cyimpanfpq we natu- 
rally expect to monitor 
developments in our indus- 
try”. 

A merger between the two 
hunks is thought unlikely to 
be approved on competition 
grounds. NatWest and Bar- 
clays both have a big share 
of the small and medium- 
sized business hanVing mar- 
ket and there is concern that 
there is already an 


insufficient level erf competi- 
tion for small business cus- 
tomers. 

Reports about a possible 
Barclays takeover followed 
revelations that NatWest 
approached Abbey National 
earlier this year about a pos- 
sible tie-up. 

NatWest described as 

“complete nonsense” sugges- 
tions that at least one of its 
largest shareholders wants it 
to link with the Prudential 
Corporation. 

Lord Alexander, the chair- 
man of NatWest, Is meeting 
with shareholders over the 
next few weeks to clarify its 
strategy following Mr Martin 
Owen’s resignation as the 
head of NatWest Markets, its 
investment banking arm. 
The meetings came as Nat- 
West is waiting to hear if the 
Serious Fraud Office is to 
investigate a £77m loss 
caused by mispricing of 
options in NatWest Markets. 

Last week NatWest 
announced the departure of 
six managers who failed to 
prevent the loss. 

• Barclays said yesterday 

that Mr MwrHn Tayl or , fthlq f 
executive, was “wholly com- 
mitted to Barclays” follow- 
ing a report that he had been 
offered two fuff-time govern- 
ment jobs. Last month the 
government announced that 
Mr Taylor would be heading, 
part-time, a civil service 
taskforce to look at the 
di sin ce n tives to work built 
into the tax and benefits 
systems. 


BSkyB chief to 
explain strategy 


By Raymond Snoddy 

Mr Sam Chisholm, chief 
executive of British Sky 
Broadcasting, plans to visit 
institutions in the next few 
weeks to try to persuade 
them that the present nega- 
tive sentiment to the satel- 
lite venture in the City is 
overdone. 

More than £35bn ($5£bn) 
has been wiped off the value 
of BSkyB as the share price 
plummeted from a high of 
666p this year to 453p. 

Mr Chisholm plans to go 
with Mr David Chance, his 
deputy, and Mr Richard 
Brook, finance director, to 
explain the BSkyB case and 
plans to launch 200 channels 
of digital television in the 
spring and interactive ser- 
vices next summer. 

Sunday newspaper reports 
that Mr Rupert Murdoch, 
chairman of News Corpora- 
tion, is planning a buy-back 
of BSkyB shares seem wide 
or the mark. The fall in 
BSkyB’s share price started 
with news that Mr Chisholm 
and Mr Chance were leaving 


BSkyB at the end of the year 
far health reasons and that 
Mr Mark Booth would take 
over. 

Mr Chance may stay on 
until July 1998 to ease the 
period of transition for Mr 
Booth. The big fell In the 
share price came after the 
Independent Television Com- 
mission decided BSkyB 
could not, for competition 
reasons, be an equity partici- 
pant in the British Digital 
Broadcasting consortium. 

BSkyB will argue that the 
deal with the other BDB 
Shareholders, Carlton Com- 
munications and Granada, 
was a good one. The satellite 
company will get £75m from 
BDB in compensation for 
loss of its one-third stake, 
and a better deal than 
planned as a programme 
supplier to the digital terres- 
trial consortium. 

BSkyB will have to meet 
City scepticism that it can 
drive tts business forward at 
the same rate as in the past 
and boost the sale of satellite 
dishes when new digital 
systems are in the pipeline. 


NEWS DIGEST 

Cement merger 
set for Spain 

fSnwirifet Francois, the French cement producer con trolle d 
by ItalcemeutL tire Italian group, has proposed a merger 

in Spain which would create the country’s second-largest 
cement concera. 

Its plan would involve its Spanish subsidiary 
Financiers y Minera being absorbed by Camentos MoliflS, 
a Barcelona-based company, 39 per cent of which it 
already controls. 

The merger proposal, which follows efforts to secure 
Majority control of Cementos Molins, has met r esi s tan ce 

from members of the Mo^ ns family, who bold 52 pm 1 cent 
of the shares. However. Mr Marc Desgranges, chairman of 
Financiers y Minera, described the offer as “friendly" . 

A merger would create a group with annual sales of 
about Pta60bn ($409m), about half the size of the sector 
leader Valendano de Cementos, which is controlled by 
Mexico’s Cemex. Cementos Molins is one of the last 
companies under majority Spanish control in the sector, 
in which Lafarge of France and Holder-bank of 
Switzerland have significant stakes. 

The proposed merger gives Italcementi. which took over 
Omenta Fraapais in 1992, a vehicle for expansion in Latin 
America. Cementos Molins has operations in Mexico, 
Uruguay and Argentina. David White. Madrid 

Granville advances 32% 

(Danville, the specialist investment banking group, 
boosted pre-tax net profits to £3-4m ($5.6im) in 1996, a rise 
of 32 per cent cm the previous year. Hie company - one of 
a small number of independent investment banking 
operations not to have been taken over - also saw 
earnings per share grow by 25 per cent to 51.2p in 1996. 

The group specialises in Information technology and 
investment management advice to the security and 
recruitment sector. Mr Robin Hodgson, chairman of 
Granville, attributed the group’s success to its strategy of 
specialising in a small number of core areas. j 

As part of this strategy, Gkanville recently launched 
Megabuyte, an IT research product, and acquired the fund 
management contract for Eaglet Investment Trust - the 
foundation of an institutional fund mimagisment’. business I 
in quoted growth companies. Group turnover rose by 20 I 
per cent to £2L2m in 1996. Edward Luce \ 

Greenwich plans Names offer 

Greenwich, a members’ agency at Lloyd's of London, 
plans to float an investment company on Aim which 
would offer Names at the insurance market a way to 
convert from imiitnthiri to limited liability. 

The latest of several such schemes responding to 
changes in Lloyd’s capital structure, it would be available 
for the 1998 underwriting year and have a market 
capitalisation of about £l.7m ($2J3m). Greenwich says just 
under 300 out of 825 Names, the individuals backing 
Lloyd’s, whose affairs it handles, had expressed an 
interest in converting. 

Unlimited liability has traditionally provided Names 
with a high return on capital and certain tax advantages. 
However, receait losses at Lloyd’s have illustrated its 
drawbacks and the insurance market raised solvency 
requirements this year, Trmldwg Tmilmitari liability less 
attractive. Christopher Adams 

Dusseldorf airport, two bids 

The German state of North Rhine Westphalia has 
narrowed its selection for the sale of GO percent of 
Dftsseldorf airport to two consortia, one led by the Haxpen 
concern, and the other by Hochtief; the construction 
company. A final derision is expected in September. The 
airport is owned jointly by the city of DOssridorf and the 
state of North Rhine Wesiphaha. 

The Harpen grouping includes the Airport Group of the 
US, while the the consortium led by Hochtief includes Aer 
Rianta of Ireland. Qraftam Bowley, Frankfurt 

Anheuser-Busch in $550m buy 

Anheuser-Busch, the US brewer, said it was increasing its 
stake in Qrupo Modelo, the Mexican brewer, by buying a 
further 13JJ5 per cent of the company’s shares at a cost of 
just over 8550m (£3KL3m). The purchase will take its total 
stake to 50.2 per cent, for which it will have paid a total of 
fl^bn. 

Mr August Busch, chairman and president, said Mexico 
was the seventh biggest beer market in the world, and 
Grupo Modelo had a 57 per cent share. “With highly 
favourable demographics and relatively low per capita 
consumption, there is significant potential growth in this 
market," he said. Richard Tomkins, New York 


Greycoat makes £210m disposal 
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By Edward Luce 

Greycoat, the property 
company, will today confirm 
that it is to sell Embank- 
ment Place for £210m 
($346. 5m) to two offshore 
companies controlled by the 
Sultan of Brunei. 

The sale of the p rop ert y - 
situated next to Charing 
Cross statics: in London - 
will enable the company to 
stave off lingering share- 
holder discontent by offering 
to buy back up to 25 per cent 


of the company's shares. 

Greycoat recently survived 
an attempt by UK Active 
Value, a dissident invest- 
ment fond led by the South 
African businessmen, Mr 
Brian Myerson and Mr 
Julian Treger, to liquidate 
the company and dispose of 
tts £500m property portfolio. 

The sale will enable Grey- 
coat to buy back up to a 
quarter of the equity in the 
company, which analysts 
say is worth 17Qp a share on 
a net asset value calculation. 


This is an 8 per cent pre- 
mium to the company’s clos- 
ing price an Friday. 

The company, which also 
recently survived a takeover 
threat by Moorfield Estates, 
is expected to be left with 
about £6Qm from the sale to 
put into the buy-back 
scheme. The disposal of 
Embankment Place - cur- 
rently occupied by Coopers 
& Lybrand - will enable 
Greycoat to focus its activi- 
ties on the buoyant property 
market in the City of Lon- 


don. Shareholders had previ- 
ously expected the company 
to distribute the proceeds of 
the sale in the form of a spe- 
cial dividend. 

UKAV, which owns 10.3 
■per cent of the company, is 
expected to he placated by 
the move. Only 5 per cent of 
those who voted at the meet- 
ing last December supported 
UKAVs move to liquidate 
the company. 

The £21Qm price is at the 
upper end of estimates of the 
property’s value. 
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GT DEUTSCHLAND FUND 

SICAV (hi Bcpridaikm) 

2, Boulevard Royal 
Luxembourg 

1LC. Luxembourg B-25023 

Notice of Extraordinary General Meeting 

NOTICE IS HEREBY GIVEN Out an Extraordinaiy General 
Meeting of Shareholders of GT DEUTSCHLAND FUND (foe 
“Fund") win be held at foe offices of Basque Inleroatimale i 
Luxembourg. Socidtd Anonyms, 69, route d'Esch, L-1470 
Luxembourg, oa July 8, 1997 at 9 lol to consider foe report of 
foe liquidator, and if tboughl fit to pesa tbe following resolutions: 

ms RESOLVED 

1. to approve foe report of foe liquidator; 

2. to appoint the auditors to tbe liquidation in aocotdance with 
Article 131 of the law on commercial consumes: 

3. to fix July 8, 1997 at 4.00 p.m. as date for a further 
Shareholder's Meeting to decide on tbe dose of liquidation. 

Shareholders are informed that at this Meeting, do quor um is 
required for foe holding of the meeting and foe decision will be 
passed by a simpl e majority of foe shareholders present in person 
or by proxy and voting. 

Holders of bearer shares who wish to attend foe meeting, should - 
deposit their share certificate^) with Banque Internationale i 
Luxembourg 5A. 69. route d’Esch, L-1470 Luxembourg by oo 
later than 5.30 pjn. (Luxembourg time) on July 7, 1997. 

The Liquidator 


Notice of 
suspended dealing 

Barclays Investment Funds 
(Channel Islands) limited 


In order to facilitate the proposed merger of 
the assets of the Australian Equity Share Class 
of Barclays Investment Funds (Channel 
Islands) Limited with those of the Pacific 
Equity Fund, a Share Class of Barclays 
Investment Funds (Luxembourg) Sicav, it is 
necessary to suspend dealing in the 
Australian Equity Fund with effect from 
Monday 7th July 1997 until such time as the 
said -merger has been completed. 

by outer of Bardmt Unicorn fatcrmknal 
(Channel bbmfa) lfafewi 
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Gazprom edges to the west 


F oreign investors, who 
for the first time 
attended Gazprom's 
annual meeting, were 
greeted on Saturday with all 
the trappings of a western- 
style corporate presentation. 

But when Mr Rem 
Vyakhirev, chairman, apolo- 
gised to shareholders for his 
hoarse voice, which he said 
was due to an ''incident" cm. 
Friday night, it was a 
reminder that Gazprom’s' 
evolution into a truly inter- 
national energy group is sec- 
ondary to fi ghting its politi- 
cal battles at home. 

The previous evening Mr 
Vyakhirev and his political 
allies fought off the latest 
attempt by yonng govern- 
ment reformers to wrest con- 
trol of the world’s largest 
natural gas producer. The 
wrangle delayed publication 
of the group’s first set of 
accounts drawn up to inter- 
national standards, promised 
when about 2 per cent of 
Gazprom shares were offered 
to international investors 
last year. 

The strains of Gazprom's 
twin focus were evident on 
Saturday. Mr Vyakhirev 
acknowledged it was becom- 
ing more difficult to recon- 
cile the strategy of expand- 
ing Gazprom's role as 
Europe's largest gas 
exporter, while fulfilling its 

Worldwide gas 

Reserves, cu ft (bn) 

0 

Gazprom (RuKdal 
MOCfhan) 

OGPCfQate)- ; 

Saud Aramco 
{Sox* Arabia} 

PDV {Vonomota] 

JNOCpraq) 

Adnoc (Abu OhabQ 
Sonaaach (Ngnts) 

NffPCWgarW 
Pemex (Mexico) 


Aftertax pro fi t s . 1890 Sbn) 
0 2 

HkpruT ■ - 
(Russia) v 

I Dmch/Shefl 


strategic and social func- 
tions in Russia. 

Although Gazprom con- 
tributes a quarter of the 
country’s total tax receipts. 
Mr Vyakhirev complained of 
the growing financial burden 
of chronic non-payments in 
the domestic gas sector. 

Two-thirds of Gazprom's pro- 
duction was consumed in 
Russia last year, but only 
half of that was paid for, and 
barter, rather than cash, was 
the favoured method. 

The non-payments 
threaten the pace of the com- 
pany's most important con- 
struction projects. Capital 
expenditure in die gas fields 
and on more than 146.000km 
of pipelines had fallen in 
1996 to Rbs40.000bn (S6A4bn). 
a third less than was 
planned. *Tf today we do not 
begin seeking internal 
reserves, Gazprom could find 
itself in an extremely diffi- 
cult situation,’' Mr 
Vyakhirev warned. 

The company ha s pro- 
posed a 40 per cent discount 
to customers who pay in 
cash, although it is unclear 
how successful that offer 
will be. given that it is politi- 
cally impossible for the com- 
pany to disconnect whole 
cities or large industrial cus- 
tomers. But promoters of 
Gazprom shares abroad say 
only a small shift to cash 


payments would be enough 
to boost domestic profits. 

Non-payment also led to 
some of Gazprom's operating 
companies failing to pay 
workers on time, and falling 
behind in tax payments, a 
position that Gazprom says 
has now been rectified. 

A cost-cutting programme 
is to follow an earlier 
restructuring of the group's 
activities. But Mr Vyakhirev 

rejected any suggestion that 
the situation required a 
more radical restructuring 
or break-up of the company. 

Mr Vyakhirev said Gaz- 
prom was studying supply- 
ing gas to Russia’s Far East, 
the prelude to the possible 
creation in 10 years' time of 
a wider gas export grid to 
Japan, China and South 
Korea. 

B ut he admitted to 
shortcomings in the 
company’s approach 
to its international expan- 
sion: “Our mafn failure was 
to predict and understand 
the plans of our competi- 
tors." He said journalists 
anH politicians working “on 
behalf" of competitors cre- 
ated some of the problems. 

Even so, Gazprom was 
held in “higher regard" in 
the west than at home, he 
said. The fact that it was 
able to secure multi-billion 


Production, cu ft par day (m) 


dollar credit lines, including 
the recent $ibn loan from 
Credit Lvonnaise and Dresd- 
ner Klelnwort Benson to pay 
off its back taxes, proved its 
good standing. 

The company's public 
image in Russia and the 
west was an issue of interest 
to some institutional share- 
holders at the meeting. 

Mr Peter FeDegi, a director 
of Europa Capital Manage- 
ment of Prague and a big 
holder of Gazprom’s ADRs, 
said “the functioning of the 
company is better than the 
image of the company". Con- 
cerns about Gazprom's two- 
tier share structure, and the 
ring fence that is meant to 
keep the cheaper domestic 
shares from leaking into the 
more expensive ADR issue, 
had distracted investors' 
attentions from the group’s 
potential. “On any measure 
it is undervalued,” he said. 

But it is Gazprom’s rela- 
tions with the government 
that is likely to remain the 
focus of investors' attention 
for some time to come. 
Although the broad smiles 
on the faces of Gazprom offi- 
cials on Saturday testified to 
the company’s victory over 
the reformers, executives 
acknowledged there would 
be more challenges. 

Robert Corzine 
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Fidelity to set up Japan brokerage 


By GBlian Tett in Tokyo 

Fidelity, the world's largest 
mutual fund company, was 
granted permission by the 
Tokyo government on Fri- 
day to set up a stockbroking 
business in Japan. 

Fidelity plans to become 
the first foreign group to 
offer fully fledged US-style 
telephone investment ser- 
vices directly to Japanese 
investors. The move comes 
amid rising hopes that. 
Japan's “Big Bang” financial 
deregulation will trigger a 
rapid growth in the coun- 
try’s mutual fond sector. 

japan has had a mutual 


fond sector for mare than a. 
decade but it is underdevel- 
oped: only 3 per cent of sav- 
ers’ assets are held in 
mutual funds, far lower than 
the proportion in the US. 

Although more than 50 for- 
eign groups have brokerage 
licences, none has yet tried 
to establish a foBy fledged 
independent distribution 
channel for mutual funds, 
because of the cost 

Instead, they hope to dis- 
tribute through Japanese 
banks, which mfl soon be 
allowed to handle funds as 
part of the reforms. 

Fidelity hopes that tele- 
phone services might help 


establish an independent dis- 
tribution network. Its new 
Japanese arm. Fidelity bro- 
kerage services, will start 
offering telephone brokerage 
services with a foil range of 
investment advice to clients 
later this year. Its mutual 
fund business will start in 
early 1996. 

Fidelity admits it is 
unclear how receptive the 
Japanese public will be 
towards telephone services. 

Citibank, the US bank, has 
seen a rapid growth in its 
telephone banking in Japan 
recently. But trials of tele- 
phone brokerage services by 
Nomura, Japan’s largest 


securities company, and 
Mercury Asset Management, 
the UK fund management 
group, have had limited suc- 
cess. 

Other industry observers 
suspect that the trigger for 
the mutual fund business 
will be when Japanese banks 
are permitted to distribute 
funds. Mr George Curuby. a 
consultant, says: “Fidelity 
could become a household 
name in Japan, but it will be 
on the back of a broader rise 
in mutual fund ownership.” 
He forecasts that mutual 
funds will increase from 
$360bn to $l,000bn In the 
next eight years. 


Recommended Cosh Offer by 

Morgan Stanley & Co. Limited 

on behalf of 

Acco UK Limited (“Acco”) 

for 

Nobo Group pic (“Nobo”) 

Morgan Stanley & Co. Limited rMotgan Stanley") announces on behalf of Acco that, by means of 
a formal offer document dated 27 June 1997 (the “Offer DocamenT) despatched on that date. Acco. 
through Morgan Stanley. is making an offer (the “Offer”) to acquire ibe entire issued and Lo be issued 
sham capital of Nobo not already owned by the Acco Group. Ifcnni defined in the Offer Document have 
the same meanings in this advertisement. 

The Offer comprises 140p incash fbreach Nobo' Share. 

The full terms and eontHiionsof the Offer are set out in die Offer Document. 

The Offer is not being made directly or indirectly, and this advertisement is not bang published or 
otherwise distributed or sent, and the Offer Document and the accompanying Foma of Acceptance are 
not being mailed or otherwise distributed or sent, in whole or in part, in or into the United Slates, Ca nad a. 

Australia of Japan. 

The Offer is being made by means of die Offer Document and this advertisement end will be open for 
acceptance until 3.00 p-m. on 18 July IW (or such later timet’s) and/or daie(s> as Acco may. subject 
to the rales of die City Code, deride). The Offer is, by means of this advertisement, being extended to 
all persons to whom die Offer Document may not be despatched who hold or who are entitled to have 
allotted or issued to them Nobo Shares. Such pawns are informed dm copaaftbc Offer Document 
and Forms of Acceptance are available for collection from either New Issues Depatmem, Independent 
Registrars Group Limited. PO Box 166. Bourne House, 34 Beckenha m Road. Becken ham . Kent 
BR3 4TH or Acco. The Lodge, Hannondsworth Lane, Harmocdsworth, West Drayton, Middlesex, 
UB7 DLQ. or Morgan Stanley, 25 Cabot Square. Canary Wharf, London EI44QA. 

This advertisement is published on behalf of Acco and has beat approved by Morgan Stanley, which is 
regulated by The Sccumies And Futures Authority Limited, solely fix the purposes of section 57 of the 
Financial Services Act 1986. 

The board of directors of Acco and in parent company, Acco Europe, accept respcosftjflcy for die 
reformation contained™ this advertisement and. to d* best of their knowledge and beHef (having taken - 
all reasonable care to ensure that such Is the case). snd» in formatio n is in acocrdancc wiih the fans and 
does not omit anything Ifltriy to affect the import of such inforaatioo. 

Morgan Stanley, which is regulated by The Securities and Raines Authority Limited, is acting for 
ftHtme Brands, Inc- Acco and Acco Europe and for ao+oc else id amcctoa whh the OfferawlwiU 
not be responsible to anyone other than Fortune Brands. Inn. Acco and Acco Edrope for providi^ the 
protectitS afforded » customers of Morgan Stanley, norfor providing advice in relation to the Offer. 

Doted: 30 June 1997 


Wells Fargo & Company 

USS200.000.000 
Floating rate subordinated 
notes due 2000 
hi accordance with the 
provisions of the notes, notice 
Is hereby ffoen that for tht 
Interest period 30 Jane 1397 to 
31 My 1997 the notes win 
carry on Interest rose ol 
08125% per annan. Interest 
payable on the relevant Interest 
payment date 31 July 1997 
aB amo un t to USS5Q.05 per 
USS 10,000 note and USS2S02S 
per USSSO.OOO note. 

Agent: Morgan Guaranty 
Trust Company 

JPMoigan 


Appointments 

Advertising 


appears in the UK edition 
every Monday, Wednesday 
& Thursday and in the 
International edition 
every Friday. 

For further Information 
please contact: 

Toby Hnden-Crofts 
+44 0171 B 73 4027 


CONTRACT FOOD V\]> M lAAGl'.Mi.M SIUYKL>* REMOTE SITE MANAGEMENT 
SERVICE VOL CiiCRS - LEISURE SERVICES 


HIGHER INTERIM RESULTS 


As the world leader in food and management services , Sodexho Alliance 
makes a world of difference event day, with 142,000 people in 62 countries providing 
food and management services to companies , government agencies, 
schools, healthcare institutions, retirement homes , and remote sites, as well as 
issuing service vouchers and offering river cruises. 


4f- Sodexho Alliance has reported the following 
firranHal results for six months ended February 
28,1997: 

- Net sales of FRF 14.148,344,000. up 14.1 

- Operating income of FRF 683,604,000, up 
21.8 % due to an improvement in operating 
margin to 4.8 % from 4.5 % in the year-earlier 
period. 

- Net income less minority interests of FRF 
269391,000, up 26.3 %. 

At current exchange rates, net sales for the 
full 1996/97 fiscal year should reach FRF 28 
billion, with net income less minority interests 
of FRF 535 million. 

♦ Sodexho Alliance recorded a number of 
important new contracts during the first half: 

- Aldershot Garrison in the UK, with the mana- 
gement of all non-military operations on 
the British Army’s home base. The contract 
represents revenue of GBP 200 million over 
seven years. 

- Shell UK Exploration and Production at Ibllos- 
Aberdeen in the North Sea. The contract repre- 
sents revenue of GBP 30 million over three years. 

- The RAI television company in Turin, Italy. 


- Municipal schools in the 1st and 20th arron- 
dissements of Paris and the Beaugency 
Hospital, in France. 

-The DSM chemicals company in Geleen, the 
Netherlands. 

- The Austrian Police, with 35,000 service voucher 
users per day. 

-The Califormia Museum of Science in Los 
Angeles. USA and the Lido music hall in Paris, 
France. 

In March 1997, Sodexho Alliance acquired a 
49 ", interest in Universal Services, the leading 
US prorider of remote site management services, 
with annual sales of around FRF 700 million. 

* The BELLON S.A and F1NANCIERE 
SODEXHO holding companies will soon ask 
shareholders to approve the merger of their 
two companies before the end of 1997. 

The transaction will help to streamline 
SODEXHO ALLIANCE'S ownership structure. 
Pierre Bellon and his children own 64 °o of 
BELLON S.A., which controls 67 of 
FINANCIERE SODEXHO, which in turn holds 
44 “ u of SODEXHO ALLIANCE. 


Sodexho 









22 


FIN ANCLAL TIMES MONDAY JUNE 30 1 997 

COMPANIES AND FINANCE - 


^******OMBeaM«**Aiefc is adinsssd to dm hakUn qf dm bearer bondi dcstrOnd brio* it tied*? 
topanAascnor a s b b eiT/ir i on of an offer tsS sdl Aesc Bonds. The Offer is nuulc solely by the 
to R rhaao of TJir SaJpjra Bonk Limited dated 30 June 19 97 and the related Lett n* ef 
£™"*ndaal. The Offer is not being made ur, and offers will natbe accepted from or on bSudfcf 
Band* in Ac United State* or in at& oAcr jurisdiction in which dU vnakjng or 
««{>fcn*CB thereof ivould wot be tn compliance wbh the Lam cf mck jurisdiction, hi addition die 
Offer Unot being mad*, directly ar indtioedy, in or into, or by use tfAtmaOs, or by any metmt or 
"^ rtmm talt 9 linthouc limitation, JdatmOa tmvmlstio «, trier ml telephone) of 

or foreign corr mt a ce, or af any facility of a national securities exchange, of Ac United 
Staca and the Offer cannot be accepted by any tuck use, meant, imtnantatullty or Jhagfly or from 
wAntriu United States. 7i {either die Offer to Purdutee nOr any other dOMtWHtt relating to A* 
Offer may be distributed in or into the United SUOat- 

Qfferby 

j^THE SAKURA BANK, LIMITED 

to Holders of the Bearer Bonds described herein, 
to purchase for cash 
any aruiall outs tanding 

2 %% Convertible Bonds Due 2003 
issued by 

The Mitsui Bank, Limited 

COMMON CODE: 001058907 
lSENNo: GB004 5959227 

2XM Convertible Bonds Due 2003 faned in the name of The Masai Bank, TAnfrnri {the 'Bonds') 
toge th er widi all unmanned, coupons r clarm g tbemo (the “CouponsT) at a price per ULS4&000 
principal amount of Bonds of Ud.9^S00 (uuuuuUug to 92 per cent, of the prmofpai 
mount at a Bond), pins accrued nuntit from 31 Much 1997 to, but not inrindhyg; die date of 
payment of such Bonds by the Bank (the “Settlement DsruT), upon the terms and subject to the 
conditions set forth in the Offer to Purchase end the related Letter of Transmittal (which together 
constitute the “Offer'’). 

THE OFFER AND WITHDRAWAL RIC2fT3 WILL EXPIRE AT lSJXtLONDCN TIME, ON 1* JULY &n, UNLESS 
SHORlENED^t EXTENDED (AS THE SAME MAY BE SHORTENED OR BTXB<DEDl THE *EXPDt.Y DATE 1 ) 

Tbc Bank expressly reserves the tight, u sty time in its sob discretion, to Q) shorten ar mend the 
period of time daring which the Offer it opmv (ij) delay die acceptance far payment of or payment 
for the Bonds or ternmuo* the Offer and not accept for payment or pay for any Bonds not prmdmdy 
accepted for payment or paid for, or (hi) amend, at any time or from time to time, the terms of the 
Offer in any respect, in each case, subject to any applicable legal requirements. 

Requeue for copies of fte Offer to Purchase, the related Letter qf T r ansmi ttal and other relevant 
information should be directed to Ac Dealer M&iagcr or Ac Tender Agent. 


The Deafer Manager is: 

Lehman Brothers 


In London; 

I dmM WmtliMlInw nrfriMd 

(Europe) 

One Broadgate, 4th Floor 
London EC2M7HA 
Attention: Mr Tk&ot Stark 
Ty=+ (+4 171) 2602727 
(call reflect) 


InTofeo: 

Ark Mori Bufldmg 
13-32. Abisalca 1 -choree 
Mmato-fco, Tokyo 107 

Tet +<813)3571 7072 
(caB colics} 


The Tender Agent ia: 

Salmra Pmann* Inter national limi ted 
In London: 

Salmra Pbtsnce Intcouafono) Limited 
6 Bnndpte 
London BC2M2RQ 
Attention: Mr M^hlko OtiiitM 
TeL -4+4171)2568353 
(call coflea) 

The Depositary is: 
SakuraTrintlnttmtiimal Limited 
6Bra4ptt 
London EC2M2RQ 
Attention: Mr David Tyltr 
Tthm* 171)6387595 


LEHMAN BROTHERS 

Dealer Manager 


30 June, 1997 


DEN DANSKE BANK 
US$100,000,000 
Subordinated floating rate 
j notes due 2000 

(taatftpretfta *e anted 

in accordance nxtfi the 
provisions of die notes, notice 
is hereby gloen chat for the six 
months Interest period bom 
30 Jane 2997 to 31 December 
1997 the nates u& carry an 
Interest rate of 5% per annum. 
The Interest payable on the 
relevant interest payment 
dote, 32 December 1997 wtB 
amoant to USS30667 per 
USSIO.OCO note and 
lSS7.666.S7perVSS2S0.000 
note 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


Compagnie FinancKre 
de QC et de LTJnlon 
Europfiene 

USS150.000.000 
Floating rate notes 1998 

Notice is hereby &oen that 
for the Interest period 30 Jane 
1997 to 30 September 1997 
toill carry an interest rate of 
603125% per annum. Interest 
payable on 3Q September 1997 
atb amount to USSIS4.13 
per USSIO.OOO nets aid 
I US*S«SaJI)perUSS2Sfta» 
note. 


Trust Company 

JPMorgan 


Banco <H RomaS-pA. 
US$200,000,000 
Floating rate subordinated 
loan participation certificates 
due 2001 

bsrmdbyJJP. Morgan GmbH 
tor the propose of matting a 
subordinated kxui to foreign 
Brandies at Banco tB Roma. 
The rate ol interest for the 
period 30 Jane 1997 to 31 
December 1997 has been fixed 
at 5905% per annan. interest 
payable on 31 December 1997 
wBIamoatilolJSSlJOSJKper 
. USS50.000 certificate and 
USS 15,09056 per USSXX2.000 
certificate. 

Agent: Mogul Guaraoty 
Trust Company 

JPMorgan 


RBC makes C$2.4bn 
offer for London Life 


By Bernard Simon 

in Toronto 

Royal Hawk of Canada haq 
made a friendly C$2.4bn 
(USSL74bn) offer for London 
Life. Canada’s biggest under- 
writer of individual life 

policies. 

The bid marks the most 
ambitious diversification by 
a Canadian bank since 
deregulation of the financial 
services industry began a 
decade ago. 

RBC has offered share- 
holders or London Insurance 
Group. London Life's parent, 
C$27.50 in cash or a combi- 
nation of «»gh and shares. 
The price is about 25 per 
cent higher than the price of 
London Life's shares before 
news of the offer leaked out 
earlier this week. 

Trilon Financial, which 
owns 57 per cent of London 
Life, has agreed to tender its 
shares. It will pay RBC 
C$70m if It withdraws its 
support in favour of another 
bid. 

London Life, based in Lon- 
don, Ontario, has corporate 
assets of C$25.1bn. Some 39 
per cent of 1996 revenues, 


totalling CS5.7bn, mymn f rom 
businesses outside Canada, 
mainly in the US, Barbados, 
Taiwan and International 
reinsurance. Some of these 
operations may be put up for 
sale. 

Canada's “Big Six” com- 
mercial banks have 
cemented their dominance of 
the flnaTifliai services indus- 
try over the past decade by 
acquiring most of the lead- 
ing securities firms and trust 

nnH l oan fnmpai|jo >; l which 

specialise in mortgage lend- 
ing and fiduciary services. 

Insurance is the last of the 
traditional "four pillars” of 
the finnwriai services indus- 
try to remain relatively 
intact But the banks have 
shown a growing interest in 
the sector, where fragmenta- 
tion and low profit margins 
have paved the way for 
rationalisation. 

RBC bought Canada's big- 
gest travel insurance under- 
writer in 1993, and last year 
took over a sizeable Ontario- 
based provider of life policies 
through independent agents. 

A financial-services con- 
sultant said nnH insur- 
ers were also seeking ways 


to rationalise their increas- 
ingly sophisticated distribu- 
tion channels, ranging from 
video kiosks to telephone 
and internet services. 

Mr John Cleghom,_RBC 
chief executive, said the bid 
was motivated by synergies 
in sales and revenues, rather 
than cost reduction- He 
noted that mare than 1,000 of 
London Life's 3J500 agents 
are licensed to sell mutual 
funds, a fast-growing area of 
the bank’s business. 

"We've got to be sure. that 

we can compete with the 
best in the world," Mr Clegh- 
orn said. 

The banks' advance into 
insurance has until now 
been braked by tight restric- 
tions, notably on the 
exchange of customer data 
between their banking and 
insurance arms. . 

However, these curbs are 
being reviewed by a govern- 
ment task farce on financial 
services reform beaded by 
Mr James Wafiiie , a Toronto 
lawyer. 

The group, which is due to 
report next year, is expected 
to recommend a sweeping 
liberalisation. 


Possibility recedes of 
SBC, AT&T merger 


By Richard Waters 
in New York 

The prospect of a new spate 
of acquisitions in the US 
telecommunications indus- 
try receded over the week- 
end as it emerged that AT&T 
and SBC Communications 
have for now given up pur- 
suing a merger. 

The two companies, 
respectively the country's 
biggest long-distance and 
local carrier, are understood 
to have held discussions 
about a combination for sev- 
eral weeks, though neither 
ever confirmed the talks. 

The plan is understood to 
have fallen through amid a 
wave of concern from regula- 
tors and politicians, who 
feared the combination 
would hamper competition 
in the $200bn US telephone 
market 

Had it gone ahead, a 
merger of AT&T and SBC 
was expected to touch off 
other similar deals, as 
long-distance companies and 
local carriers, or Baby Bells, 
linked up to compete against 
the new giant 

Mr Bert Roberts, chairman 
of MCI. the second largest 
long-distance carrier, said 
last week he was opposed to 
the combination of AT&T 
and SBC. He added that if It 
were allowed to proceed, his 
company would also con- 
sider merging with a Baby 
Bell, “as a necessary evil". 

A leading adviser on merg- 
ers and acquisitions among 
telecoms companies pre- 
dicted that a successful deal 
would have prompted a iash 
of copy-cat acquisitions. 

AT&T's link with SBC 
would have given it entry to 
the local calling markets in 
south-western and West 
Coast states, where SBC is 
the dominant carrier. The 
bar on long-distance compa- 
nies offering local services, 
imposed with the break-up of 
the national Bell system in 
1984, was reversed in last 
year's Telecommunications 
Act. 




The apparent failure of talks raises questions about AT&T’s 
strategy under Bob Allen nsuw 


The risk that a deal would 
be blocked in Washington 
intensified XQ days ago, how- 
ever, when Mr Reed Hnntft, 
chairman of the Federal 
Communications Commis- 
sion, flan pH such a combina- 
tion "unthinkable". A 
merger between AT&T and 
any Baby Bell would prevent 
the onset of competition far 
both local and long-distance 
railing, he said - the oppo- 
site of what last year's legis- 
lation was meant to achieve. 

The difficulty of creating a 
structure for the combina- 
tion that would keep regula- 
tors happy is believed to be 
the main reason for the cool- 
ing of talks. 

News of the merger talks 
and their apparent failure 
has raised questions about 
AT&T’s strategy under Mr 
Bob Allen, flhairman 

Soon after last year’s Act 
was passed, Mr Allen pre- 


dicted that AT&T would cap- 
ture 30 per cent of the 
$100bn market for local calls 
in the US - in part to offset 
his company's loss of market 
share in long-distance calls. 

In a speech earlier this 
month, however, the AT&T 
chairman admitted that 
breaking into this market 
had turned out to be a "very 
large, very expensive, very 
time-consuming proposi- 
tion’’. Though he did not 
name SBC at the time, he 
added that AT&T would con- 
sider “partnerships" with 
Baby Bells. 

While refusing to com- 
ment on the talks with SBC, 
AT&T said at the weekend 
that attacking the local call- 
ing business alone was still a 
viable strategy: “We weren’t 
saying we couldn't do it 
alone. We said if there’s any 
way of accelerating it, we’d 
consider it" 


NEWS DIGEST 


Further shake-out 
seen in US banking 

Wall Street was awash with speculation about 


high hank share prices and newly liberal Federal Reserve 
regulations on banks' powers to hoy securities operations 
Tnnfra pew Hoaii; possible- Two privately-held small 
imm ahnmt frank* appear to be in talks to be acquired by 
large wormiwriiii hanks. Oppenheimer & Co of New York 
is in talks to be bought by Canadian Imperial Bank of 
(Vmrrn ar y** , Canada’s second biggest fi nan c ia l institution, 
for about $500m. 

Separately, Montgomery Securities of San Francisco is 
looking to wii an equity stake, and appears likely to be 
aivp ilr w) by NationsBank of North Carolina, the fourth 
largest US bank, for a price of about Sibn. 

Both franfcg have been in talks with more than one 
suitor. Three rfmiiar mergers have already taken place in 
the three months since the Fed allowed commercial banks 
to earn up to 25 per cent of their revenues from securities, 
with Alex. Brown being bought by Bankers Trust, Swiss 
Bank buying Dillon Read, and Bank America acquiring 
Robertson Stephens. 

JJ?. Morgan is reported to be in talks to buy a stake in 
American Century, a privately-held Kansas City mutual 
fund manager for between $50Gm and $lbn. JJP. Morgan 
has total funds under management of $180.6bn. but lades 
a significant presence in the US retail market. 

This would continue the trend for banks to buy access 
to the booming retail market for US mutual funds. It also 

nlpnftln that anflf hPT Tnwfinrrwr|w> d mut ual fund company 

(American Century, formed from the merger of Twentieth 
Century «nd ttonham funds last year, which ranks 
15th in mutual fund assets under management) has 
decided that it needs a larger partner if it is to compete in 
the growing global market for pension fund management, 
following last week's deal to unit Scudder, Stevens & 

Clark of New York with Zurich Group. 

John Anthers, New York, and Bernard Swum, Toronto ^ 

TI to quit Tokyo exchange 

Texas Instruments, the US semiconductor manufacturer. 

Is to delist from the foreign section of the Tokyo Stock 
Exchange in September, following a trend that has semi 
the departure of AT&T, the US telecommunications 
group, and News Corporation, the media group- TTs 
delisting will reduce the nimher of foreign companies cm 
the foreign section of the TSE to 63, compared with a peak 
of 127 in 1991. 

TL which has been expanding in Japan an the strength 
of its digital signal processing technology, said there was 
little advantage In bang listed in Tokyo because of slow 
trading activity in foreign stocks. The costs of being 
listed, including fees to accountants, was relatively high 
at about Y20m ($175,000) a year. TI said. As most investors 
who trade in TTs shares can do so in New York, there was 
not much reason to remain listed in Tokyo, the company 
said. The TSE has attempted to make the foreign section 
more attractive by deregulating listing requirements to 
bring thgm in ling with New York. The exchange is also 
attempting to attract a larger number of Asian companies 
to the foreign section. Michiyo Nakamoto. Tokyo 

Fiat lifts Turkish output 

Fiat, the Italian industrial group , has made a further step 
to extend production of ifs A178 “world car" with an 
agreement to build hatchback, saloon and station wagon 
versions fn Turkey. Tafas. the leading Turkish carmaker 
jointly controlled by Fiat and the loud Koc group, will 
invest more than $280m to build the new Palio and Siena 
models, along with raising output, at Tafas’s Bursa plant 
from next year. 

Flat and Koc have agreed to allocate roughly half of 1 

Tofas’s annual capacity of about 250,000 units to the Paho 
and Siena. Production atTofes fell from 49,722 cars in the 
first five months of last year to 38,665 in the same period 
this year. Haig Smumum, Motor Industry Correspondent 

GFM wins Mexican rail line 

&upo Ferroviario Mexlcano (GFM). a US-Mexican 
consortium, has won the auction for the privatisation of 
Mexico’s second most important rail line, the 6.000km 
Pacific-North route, which runs along the country’s 
western coast With the sale of the route. 80 per cent of 
Mexico's rail freight capacity will have been privatised. 

GFM bid 42bn pesos ($528m) far the line, comfortably 
more than the minimum price set by the government, 
despite the withdrawal of other bidders, it also pledged to 
invest 3-4bn pesos in the line over the next five years. 

GFM is made up by mining concern Grupo Mfexico, with 
a 74 per cent stake, Constructoras ICA, part of Mexico's 
biggest construction group, with 13 per emit, and Union 
Pacific of the US, with IS per cent. 

Daniel Dombey, Mexico City 

Beta Systems issue well met 

Shares in the latest company to be quoted on Germany’s 
new stock market segment for fast-growing young 
companies. Beta Systems Software, met such heavy 
demand that the issue is raising more than expected at 
nearly DM113m ($65m). Deutsche Morgan Gr enfell, 
leading the issue, said the share price had been fixed at 
DM100, at tiie top of the bookbuilding range. As well as 
the 98CMXX) shares envisaged far the Beta issue, a further 
147,000 are being sold through the green shoe method of 
meeting excess demand Andrew Fisher, Frankfurt 




1987 - 1997 Ten years of success on the Swiss stock exchange 


On June 30, 1987. shares of Ares-Serono SA. were first listed 
on the Swiss stock exchange. Since the initial public offer, 
the share price Has recorded a compound annual capital 
appreciation of more than 20%. 

The Ares-Serono Group is the world leader in infertility 
treatment. With nine recombinant (genetically engineered) 
molecules In development Ares-Serono ranks among the 
world leaden in biotech no logy. 


>1936 


CHF2240.— 


"1935 
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Ares-Serono alms to strengthen and expand its strategic 
positions in the core therapeutic fields of infertility, growth, 
wasting and multiple sclerosis. 

The Ares-Serono Group achieved sales of US$805 million in 
1995. A Swiss pharmaceutical company, Ares-Serono is 
headquartered in Geneva and employes a staff of 3*600 
worldwide. The Group operates subsidiaries in 30 countries. 

For more Information, please contact 

The Ares-Serono Group - Corporate Affairs & Investor 
Relations - Christophs Lamps - 15b is, Chemrn des Mines - 
P.O. Box 54 - 1211 Geneva 20 - Tel. +4122.739.32J5 - 
Fax +41 ,22.739.30.22 


last 


1989 


4988 


1987^' 

CHF375 - " 


THE ARES-SEROMO GROUP 
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Now for the micro-economics of Emu 


change over period 


So much of investors’ 
attention Is focused an the 
debate over the future of 
European monetary union 
that there is little to spare 
for the micro-economic 
effects that win follow in its 
train. 

Let us try, for the moment, 
to reverse that bias. Focus, 
instead, on what the intro- 
duction of the euro will 
mean for individual compa- 
nies. 

Not much, is the consen- 
sus. Of course, compnter 
systems need to be over- 
hauled, treasury operations 
reviewed. But the conven- 
tional wisdom is that the 
day-to-day business activi- 
ties of companies in the euro 
zone will be largely unaf- 
fected by the change to a 
new currency. 

This complacency is 


reinforced by thn relatively 
low estimates of benefits 
from Emu. The consensus is 
that countries adopting the 
euro will gain on average 
about 0.4 per cent of GDP 
from the efficiencies that a 
single currency will create. 
This is an extremely mn H<^ 
amount. But. as Chris 
Huhne of IBCA, the London- 
based credit rating agency, 
points out. it will be very 
unevenly distributed among 
countries. Large econo mies 
with a relatively low depen- 
dence on trade, such as 
France and Germany, might 
gain only 0.2 per cent. Small 
countries with very active 
trade sectors - the Penelwr 
countries, above all — stand 
to gain much more, perhaps 
as much as 1 per cent of 
GDP. 

So what? you mi ght say: 


these gains from, greater 
transactional efficiency will 
be spread out among con- 
sumers as a whole. Far any 
individual company, they 
will be insignificant That is. 
of course, true. But these 
generalised gains will be off- 
set by more concentrated 
losses, among businesses 
which benefit from relatively 
fragmented markets. 

To put it another way, the 
euro era win usher in much 
greater pricing transpar- 
ency, in a wide range of mar- 
kets. Consumers will not 
need to carry out currency 
conversions in their heads to 
spot bargains in other euro- 
zone countries. Without the 
costs, inconvenience and 
uncertainty of currency con- 
version, buying goods across 
borders will became more 
attractive. Even though 


credit cards allow such 
transactions today, a com- 
mon currency will make 
them more intuitive. Emu 
will create a new set of 
opportunities and threats for 
companies operating in busi- 
nesses where there are big 
cross-border pricing differen- 
tials, and easy’ opportunities 
for arbitrage. 

One category of institu- 
tions which will suffer par- 
ticularly from this effect will 
be the banks. Money has no 
transport costs. There are 
wide divergences in pricing 
for bank services in Europe, 
a legacy of fragmented regu- 
latory and currency jurisdic- 
tions. Both these sets of bar- 
riers are being broken down 
by the European Union, 
through the Banking Direc- 
tive and through Em u 

Of course, name recogni- 


1HTERNATIOM L EQUITIES By ChristopJ^er SotHi&dln Warsaw* . 

KGHM set for good reception 


Poland’s Bank Handlowy 
(BH) and KGHM Polska 
Miedz. two of the country’s 
largest privatisations to 
date, are soon to be listed on 
the Warsaw Stock Exchange 
(WSE), giving the seven- 
year-old bourse now capital- 
ised at gllbn a 20 per cent 
boost In value 

Also, as institutional 
investor demand for BH 
went nnsatisfied. the bank 
offer provides a favourable 
backdrop for the sale of 
KGHM, the integrated cop- 
per ore mine and smelter. 

BH. whose initial share 
price set at 35 zlotys values 
the h ank at 3.3bn zlotys 
($lbn), is to be listed today. . 

The offer, handled by 
Schraders and JP Morgan, 
saw the government seeking 
to satisfy domestic d emand 
at the expense of foreign 
institutions. Also, the BH 
privatisation saw the share 
of Global Depositary 
Receipts cut to 4 per cent of 
the bank’s capital to boost 
the WSE’s business. 


In contrast, the privatisa- 
tion of KGHM, which starts 
today, relies more on foreign 
institutional demand. The 
offer guarantees foreign 
investors between 21 per 
cent and 28 per cent of the 
equity in a tranche valued at 
a minimum of Mean- 
while local investors are 
being offered 15 per cent of 
the company. 

The differing approach is 
the result of a strategic 
choice made by the govern- 
ment at BH’S urging. The 
bank wanted to build a 
broad base among local 
retail and institutional 
investors while attracting a 
core of overseas investors 
who would provide know- 
how and ease access to funds 
to boost the bank’s assets. 

This core, made up of JP ; 
Morgan, the US investment . 
bank, the Znrich insurance 
group from Switzerland and . 
Swedbank, the Swedish . 
retail bank, hwg now agreed . 
to take a 24 per cent stake. . 
At the same time the ' local ■ 


institutional and retail 
investor tranche, which saw 
a 3.4 times subscription rate, 
has been allocated 20 per 
cent of the BH equity and 
saw its orders reduced by an 
average of 35 per cent 

Foreign institutions 
offered a 17.4 times subscrip- 
tion rate, placing $3.7bn on 
the table for a tranche val- 
ued at S211m. They have 
now been allocated 21 per 
cent of the bank’s equity. 

Last Friday the govern- 
ment. which is being advised 
by BZW. UBS and the local 
Wielkopolski Bank Kredy- 
towy, set 19.5 zlotys per 
share as the minimum price 
far KGHM. This is for those 
investors both at home and 
abroad who want to buy 300 
shares or more Of the entire 
72m shares on offer. 

The IPO represents 36 per 
rent of the company’s equity 
with the government set to 
retain a 49 per cent stake. 
The company’s employees 
are due to receive 15 per cent 
in a free handout. The mini- 


mum price values the copper 
combine, which reported a 
147.2m zlotys net profit last 
year, at $1.2bn. 

Small local investors 
(those buying up to 300 
shares each) who are being 
offered 6m shares are to pay 
19 zlotys a share. If demand, 
especially abroad, is strong 
when institutions place tbeir 
orders this week, then the 
price for investors in the 
large tranche could be signif- 
icantly higher than that paid 
by the small retail market 

KGHM’s shares are to be 
allocated between July 5 and 
7 with a WSE listing expec- 
ted on July 10. 

BH’S GDR's have already . 
been trading in London, 
albeit thinl y, at about 30 per 
cent more than their original 
offer price. That suggests 
that today's BH listing 
should see the bank's price 
rise, enhancing interest in 
the KGHM offer, which 
Includes Robert Fleming, 
Merrill Lynch and ING Bar- 
ings among its managers. 
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The Financial Times plans to publish a Survey on 

Pakistan 


on Tuesday, August 12 


For further information, please contact: 

Richard Foster Tel: +44 171 873 3753 Fax: +44 171 873 3595 or 
Abdul Rauf Siddiqi Tel: +92 21 218 129 Fax: +92 21 219 190 
or your usual Financial Times representative 


tion and branch services are 
still an important factor in 
the markets for many bank 
products. But In others, the 
euro will cause drastic 
changes of profitability. One 
potential category of losers 
will be big losers: big banks 
in s mall markets. At present, 
they have an effective 
monopoly of a number of 
lucrative businesses, such as 
currency transactions and 
local debt issuance. For 
many such banks, these 
businesses contribute a dis- 
proportionate share of prof- 
its. After Emu. they will be 
much more vulnerable. 

The full Impact of this 
change may take some 
years. In the debt market, 
for example, it will have to 
await the creation of a single 
eurodenominated bond mar , 
ket, which will only come 


about as market conventions 
in government instruments 
are harmonised, a slow pro- 
cess. And it will take time, 
also, for foreign financial 
institutions to build up 
cross-border reputations 
strong enough to permit 
effective competition with 
locally dominant banks. But 
the trend is inescapable. 

The impact on banks has 
been predicted by analysis 
who follow the sector, 
because it is clear and spe- 
cific. Many other industries 
face similar issues, but have 
attracted less attention. It is 
hard to assess which big 
European companies benefit 
most from the ability to 
exploit differentia] prices in 
different countries. It is 
harder still to guess the sec- 
tors which will prove most 
vulnerable to cross-border 
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COMPANY RESULTS DUE 


Strong UK 
beer side 
will again 
lift S&N 


Scottish & Newcastle reports 
final results for the year to 
April today and is expected 
by NatWest Securities to 
unveil operating profits up 
19 per cent to £432m ($71 3m). 

At the pre-tax level, most 
analysts forecast a rise of 
about 20 per cent, to a range 
of £360m-£380m. and earn- 
ings per share of about 45p. 
with the dividend up from 
19.43p to about 21Vip. 

This time last year the 
brewer unveiled strong prof- 
its from its UK pub side 
undermined by continuing 
weakness in its Center Parcs 
holiday complexes oh the 
Continent. Analysts expect a 


strong performance from the 
beer side again, and more 
disappointment from Center 
Parcs, although there may 
be management initiatives to 
sort it out 

■ Investors will be keen to 
hear the latest news of trad- 
ing when MFI, the retailer 
that in March warned of a 
sales slowdown, reports final 
results tomorrow. Compari- 
sons are likely with the 
recent positive comments 
from Carpetright, which said 
sales had picked up after the 
general election. 

Merrill Lynch, house bro- 
ker. expects profits of £70m. 
p re-exceptional and pre-tax 
and earnings of S_2p for the 
year to April. This compares 
with £58.lm last year. 

■ On Wednesday Fyffes 
may reveal a well- flagged 
but small decline in pre-tax 
profits for the six months to 
April 30. The Dublin-based 


arbitrage. Probably, prod- 
ucts with a culturally spe- 
cific appeal will resist the 
trend more effectively than 
standardised ones but it is 
not easy to predict. 

The broader lesson, how- 
ever. is that the introduction 
of the euro is not merely a 
change that affects compa- 
nies and investment strategy 
at the macro level. It is also 
a further decisive step m the 
process of creating a true 


fruit and vegetable distribu- 
tor said in April that price 
falls and unfavourable cur- 
rency trends meant interim 
profits would be “slightly 
down". Analysts expect it to 
report pre-tax profits of 
about I£2u.Q2m ($30m) and 
earnings per share of about 
2.99p. This would be a fall 
from the irf»n«m and earn- 
ings of 3^!lp. Investors will 
want to hear bow the 
banana business, bought 
from Geest or the UK at the 
start of 1996. is doing. 

■ Prism, the rail group, is 
reporting its maiden set of 
annual results on Thursday, 
and analysts are hoping for 
profits before tax and excep- 
tional charges of £6m. Excep- 
tional charges for the 
restructuring in its three rail 
franchises is likely to top 
£5m. giving a pre-tax loss of 
between £5m and £6m. These 
results will only include 
three months of trading at 


pan-Europeaii market this 
time inside consumers’ 
heads. Tint will gnr uv to 
powerful iniplicalinus fur 
businesses at the .ijkT.iting 
level. For ci)iiil> invcstur*. 
at any rate, uno.-n. untie-, 
over the timetable ,uul mem- 
bership of a single currency 
should not be allowed to 
obscure the probability of a 
whole new category uf win- 
ners .tod losers. 

Email: pctcr.martm.,, h'T.ivn: 


Scottish & Newcastle 

Share price relative to the 
Bioweries, Pubs & Restaurants 
105 ■ - 



1964 95 96 97 

Satire Ptesmm 

Prism’s West Anglia Great 
Northern franchise, .uid up 
to 10 months from its Lon- 
don Tilbury Southend fran- 
chise. .Analysts will bo anx- 
ious to hear what costs the 
company reckons il can take 
out or its business. Up to 10 
per cent or its variable cost 
base, estimated at £T60m. 
looks realistic for 199S. 
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Welcome 

to the bigger 
picture. 


As the borders vanish between China and 
Hong Kong, the people of a united China 
are mapping out a new future. We share 
their vision and believe in the opportunities. 
The China Puzzle is renowned for its 
complexity. But on July 1st another piece is 


complete. As a leading securities and 
investment banking house in Greater China. 
CLSA stands ready to assist investors in 
assembling the pieces and completing the 
picture. On this historic occasion, wc 
welcome the exciting years which lie ahead. 


Credit Lvonnais Securities Asia 
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MARKETS: This Week 



US bond markets have a 
«wrt bat action-packed 
week ahead, which is certain 
to end with a bang, as the 

Fourth (rf July faT7«f on 
Friday. 

Before that, the Federal 
Reserv e's open markets 
oon an itte e Will convene an 
Tuesday and Wednesday in a 
meeting whirih J for a change, 
has not generated significant 
market nerves about 
monetary tightening 
Traders assume that rates 

Will remain nTirViayig n^ 

Nevertheless, last week 
Saw falling prices in both 
bend and equity markets. 

The yields an the benchmark 
30-year treasury bond 
increased slightly, from 6.66 
to 6.74 per cent own 1 the 
week, generally on technical 
supply factors. 

Stocks had a volatile five 
days, and the Dow Jones 
In d u strial Average closed for 
the week at 7,687.72, down 
more than 100 points. Heavy 
computer-driven programme 
trading affecting prices. 

The Fed's governors will 
have plenty of new 
information to consider. 
Today sees personal income 
and consumption figures for 
May, while they will receive 
the National Association of 
Purchasing Managers' Index 
of prices for June tomorrpw. i 
Both are regarded as • ' ' 
Important measures of 
inflationary pressure. 






According to Standard & 
Poor's MMS, a research 
agency, analysts expect j 
personal Income tofhave.' ' 
increased by (U per cent, 
while the purchasing 
managers' index is expected 
to be 56^ percent 
On Thursday, after the 
Fed has spoken, the market 
will have to deal with the 
unemployment and pay-roll 
figures for June. According 
to MMS, analysts expect the 
jobtessf rate to remain stable, 

up from 4A per cent in May 
to 4S per cent in June. 


The phoney war in the 

London stock market ends 
this week when Mr Gordon 
Brown, the new chancellor, 
finally im waving the pent up 
tension produced by a aeries 
of comments on the content 
of his maiden Budget 
- Last week saw the equity 
market gallop ahead an the 
view that the six-session 

mpoint sell-off in the FTSE 
100 index, triggered by a 
report that the chancellor 
jnteqfled d ispensing 

completely with the 20 per 

"cent tax credit on dividends, 
had been overdone. 

The recovery encompassed 
three straight sessions and 
extended to 82.1, or 1.8 per 
emit an the FTSE 100, before 
running into the sand. 

The market's rally was 
halted by conflicting press 
reports about the extent and 
scope of the long-awaited 
windfall profits tax on the 
privatised utilities to fund 
the new government’s 
promised “welfare-to-wark” 
-tmuftajnroe. 

One report said the tax 
would raise no more than 
£3bn, a figure greeted with 
big gains in the stock 
market, but euphoria 
lasted no more than a 
single session; another 
report suggested the tax 
would gather in excess erf 
£5bn, including £lbn from 
BT. 

Mr Ian Williams, UK 


Spotlight focuses on Africa 


The future of African 
commodities will be in the 
spotlight in London this 
week, with a conference* 
being held to discuss ways of 
boosting commodity and 
trade 

“Its focus will be on the 
finawring of trade in Africa 
with particular em phasis on 
commodities, and the devel- 
opment and application of 

fTnartring techniques tha t 
are to a great extent new to 
Africa," says Mr Tim Whal- 
ley, head of trade finance at 
Sumitomo Bank in London, 
who will be ehaiHwg a con- 
ference session. 

Africa showed signs of eco- 
nomic resurgence in 1996. Its 
economy overall grew by 
some 5 per cent In 1996, 
against 3 per cent in 1995, 


according to the 1996 annual 
report from Afrexlmbank 
(the African Export-Import 
Bank), due largely to "the 
strength of the adjustment 
policies being implemented 
by a number of countries 
and the good weather condi- 
tions that supported agricul- 
tural production”. 

But within this generally 
favourable picture the bank 
says the performance of Afri- 
can commodities last year 
"showed a varied pattern”; 
agricultural products experi- 
enced, a mjxed time, while 
metals -and petroleum did 
relatively better. In real 
terms, reports Afrexhhbank, 
petroleum prices were bull-' 
ish, rising by about 28 per 
cent last year, against Jfi per 
cent in 1995. ’ 1 "- 


However, metal prices 
"were barely chang wi, while 
real agricultural prices 
advanced by about 2.4 per 
cent”. Tea and soyabeans 
made strong gams, but they 
were almost entirely wiped 
out by “significant declines 
by coffee, palm oil, cotton 
and sugar”. 

One. concern is that, as 
economic liberalisation pro- 
ceeds. the old national com- 
modity boards - which 
worked with varying degrees 
of Inefficiency - are being 
dismantled, along with the 
domestic internal marketing 
arrangements that they con- 
trolled. 

Structured commodity and 
trade finance in Africa; July 
J-Z Telephone (44 171 ) 453 
3703. 
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BIPOP 

BANCA TOPOLARE DI BRESCIA 


Co-operative Limited Liability Company 
Via Leonardo da Vlnd. 74 - Bresda 
Tax Code Ol 386760 1 75 Register of Companies 25282 


NOTICE Of MEETING OF BONDHOLDERS 
Notice Is hereby given to holders of ‘Banca Popolare 
di Brescia 1997 - 2003 74b convertible subordinated* 
bonds that the Bondholders' Meeting will be held on 
Monday July 14“ 1997 at 4 pa for die first calling 
and, IF necessary, for the second calling on Tacatday 
15* hdy 1997. at the sane dm. at die registered of- 
fice of Banca Popolare di Bresda. Via Leonardo da Vin- 
ci, 74 - Bresda - so resolve upon the following 

AGENDA 

1) Approval of the Board of Directors' resolutions to be 
proposed so die Shareholders' General Extraordi- 
nary Meeting of Banca Popolare di Bresda concer- 
ning the capital Increase in cash with exclusion of 
the pre-emptive right pursuant to Art. 2441 of the 
KaBan CM1 Code. 

2} Appointment of the )otnt representative. 

Deposit Of bonds and admittance procedure for the 
Meeting shall take place at Banca Popolare di Brescia 
branches or at Monte Then S.pA. 

Notice is also given that Gonsob has admitted the 
“Banca topofaue dl Brescia 1997-2003 7% convertible 
subordinated' bands to official fisting on the automa- 
ted screen trading system of the Kalian Stock Exchan- 
ge as 10/6/1997 

Bresda. June 11*. 1997 

For the Boairl of Direction 
theOMnun 
Or. Gbcomo Francachettl 
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BODBVIflVESTQR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Rhflne Poulanc (Franca) 

RMna-Poulenc 

Rarer (US) 

Pharmaceuticals 

$4.3bn 

Completing 

ownership 

News Corp (Ausyrci (US) Rainbow Mpdta (US) 

Entertainment . 

$64Qm 

.Sports TV move 

Raad Baawler 
(UK/NTanda) 

Chilton Business 

Group (US) 

Pub fishing 

$447m 

Stepping up US 
presence 

Compass Group (UK) 

SHRM (France) 

Contract 

catering 

$375m 

Compass renews 
spentfig 

Dasaautt Syatamas 
(Frmce) 

Safld Works 
(US) 

Computer > 

services 

$3 16m 

Strengthens 
market position 

Fairfax (Canada) 

Sphere Drake 
(Bermuda) 

Reinsurance 

$302m 

Further sector 
restructuring 

Archar-Oantets-hiBdland 

(US) 

Units of ED&F 

Man (UK) 

Food 

$223m 

Creates cocoa 

No 1 

fiffld Ocean (Bermuda) 

Brackbank Group 

Insurance 

S69m 

Offer for out- 


equity market strategist at 
Panmure Gordon said, “It 
would be naive to believe 
that recent leaks have 
covered all the possible 
Budget surprises.” 

There are other potentially 
m om e n tous events ahead of 
the markets week. 
London cannot ignore the 
waves from across the 
Atlantic; in the US the 
FOMC meets to consider US 
interest rate policy and there 
is no shortage of potentially 
market-moving economic 
data. 


Leading European bourses 
look like starting July with a 
month of anllii gains to their 
collective credit 

PARIS 

The Paris bourse is set to 
reach mid-year in dazzling 
form. Recent corporate news 
has given the French 
restructuring story a shot In 
the arm and new money 
from the impending expiry 
of Bahadur bonds has begun 
to have an impact on trading 
volumes. Last week the lead- 
ing CAC 40 index burst 
briefly through the 2,900 
mark. 

Recent activity has been 
hectic. On two days last 
week more than 30m shares 
changed bands in some of 
the busiest sessions of the 
year as investors put their 
political concerns to one side 
and plunged in with buying 


German shares fell on 
Friday, but analysts said the 
decline was likely to be 
temporary after the DAS 
index of 80 leading shares 
set record highs last week. 

The index dosed down 9JS8 
points at 3795.41 at the end 
of floor-trading on Friday 
although it recovered 
slightly in later electronic 
trading. 

Analysts said investors’ 
optimism about economic 
recovery In Germany, a 
firmer dollar higher, 
German debt prices had 
underpinned the week's 
earlier rally. 

German car shares, as well 
as those of banks and 
fthumiwih companies, 
registered the largest rises 

last week. Shares in 
Volkswag en, the carmaker, 
enjoyed renewed interest 
after buy recommendations 
by some analysts. BMW was 
also in favour. 

Industrial production and 
new orders data due ihta 
week are Ekely to support 
the picture of continued 
growth in the German 
economy in the second 
quarter. 

Today, attention is likely 
to be focused on the trial of 
Mr JQrgen Schneider, the 
property tycoon whose 
empire collapsed three years 
ago. Mr Schneider has been 
charged with credit fraud 
and fraudulent bankruptcy. 


orders. The market softened 
slightly on Friday, but in 
terms of underlying perfor- 
mance June stiD looks set to 
go out on a high note. 

Since its post-election low 
of 2,583 on May 28. the GAC 
40 has risen by almost an 
eighth, dosing on Friday at 
2,891-04- So there are profits 
In plenty to be taken. But 
sentiment remains deter- 
minedly upbeat Part of the 
answer lies with the expiry 
of the so-called Balladur 
privatisation bonds and 
their favourable Impact on 
liquidity. 

Just how much cash will 
find its way back directly 
into equities is hard to 
assess. But FFr85bn is the 
starting point for most 
French analysts and the 
actual figure could be far 
higher. 

According tq_. brokers, 
much of the recent surge in 



On Tuesday, the 
Bundesbank wfD give details 
of Its plans for the n aw 
strips market in government: 
bonds. A fully-fledged strips 
market would allow bonds to 
be broken down into their 
constituent parts and the 
principal and interest 
payments can then be held 
or traded separately. Strips 
are seen as vital to 
Frankfort's ambitions of 
fi elwg *fri» frifl iii RwawHeil 

centre of the planned 
European single currency 



trading volume has been 
generated by position-taking 
ahead of the expiry of the 
bonds. 

There is another potent 
bnll factor. Corporate 
restructuring, which lost 
much of its fizz as a stock 
market story following the 
election of a Socialist admin- 
istration, is back at the top 
of investors' agenda. 

Last week brought two 
ringing salvos from .the 
reformists. 

Bancaire,. part of the Pari- 
bas group, announced a 
FFr3bn plan to bay oat 
minority stakes in two units 
in a move seen as an impor- 
tant consolidation within 
France's growing financial 
services sector. And 24 hours 
later Rhfrnq^Poplenc 
unveiled an even -more com- 
pelling story. 

. The chemicals j.aqd .drpgs 
leader is to pay : FFr25bri<for 


Japanese government bonds 

have entered a bull phase 
while the stock market is 
likely to benefit from 
economic data published last 
week. The figures, inc l u ding 
atzunger-than-expected 
results of the Bank of 
Japan’s. quarterly “tankan” 
survey of business 
conditions, showed that 
Japan’s economy continues 
to recover, but is not 
sufficiently strong for the 
central bank to Justify 
raising interest rates. 

May industrial production 
data, published Friday, 
shows output surged a 

monthly 3-fi per cent after 

three consecutive decHnes, 
exceeding the go v ernment's 
prediction of a 2.7 per cent 
increase. However, the 
forecast June fell of-2.6 per 
cent will weaken the overall 
result far the Aprfi-June 
quarter, which is expected to 
der.IineC^i'^gr cent from the 
previdC^ qtferter. 

/.Thafabqtqr market showed 
amoaeraterebound in May, 
Bltbcfogh unemployment 
rose to 3^ per cent Other 
data published on Friday 
indicated that private 
consumption is recovering 
bat remains weak and that 
retailers are still suffering 
from the April sales tax 
increase from 8 to 5 per cent 

The tankan found that 
while conditions are 
improving for large 


the o utstanding minority in 
US offshoot Rhtoe-Poulenc 
Rarer, add turn itself into a 
focused drugs giant by spin- 
ning off its chemicals busi- 
nesses. Rhone- Poulenc 
shares soared 19.1 per cent 
on the news. 

HONG KONG 

Hang Kong's stock market is 
closed for hando ver celebra- 
tions until Thursday, but 
brokers are optimistic share 
prices will trade higher 
under the first days of Chi- 
nese control. 

The benchmark Hang 
Seng index closed on Friday 
at a'secord 15,196, while the 
Md&tratdring red chips', or 

mainland hanked companies, 

soared 7 per cent during the 
session. 

However, there will also 
era -nqte'pf caution this 
week; .The US Federal 
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manufacturers, the outlook 

amon g smaller 
manufacturers and the 
non-manufacturing sector is 
still negative. 

The stock market 
responded positively to the 
tankan results, the Nikkei 
225 average a urging L7 per 
cent to dose at 20,679.27. just 
off the year's dosing high. 
Towards the week’s end, 
however, stocks succumbed 
to profit-taking «nd analysts 
said the market would need 
more positive economic data 
before moving higher. 


Reserve is due to meet on 
Tuesday, while the Hong 
Kong market is closed, and 
any movement on US inter- 
est rates has a bearing on 
the ter ri t o r y because of the 
currency's link to the US 
dollar. 

The dominant property 
sector feces further concerns 
with the new government 
poised to rein in the upward 
spiral in home prices. It has 
raid housing policy will be 
an immediate priority. 
Although analysts expect 
the measures to be largely 
concentrated on increasing 
supply, any move to dampen 
speculation could curb prop- 
erty shares. 

Red chips are expected to 
remain In strong demand. In 
spite of Beijing's new guide- 
lines, Issued a week ago, to 
exert more control on the 
companies, they have contin- 
ued to power upwards. 


Traders await outcome of Wednesday’s Budget 


Wednesday is this week’s big 
day for currencies traders. 

That afternoon Mr Gordon 
Brown, the UK chancellor, 
will present his first Budget 
He is expected to raise a 
range of taxes to slow the 
UK economy. Large tax rises 
could have the additional 
effect of bringing down the 
pound - currently near five- 
year highs - to cheers from 
UK exporters. Economists 
would equally welcome fis- 


cal tightening: retail sales 
data jumped last month, 
hinting at a lurking con- 
sumer boom. 

But Labour’s pre-election 
promises hinted that per- 
sonal taxation would not 
rise, and so Mr Brown may 
be forced to leave taxes little 
changed, or levy any new 
ones on business. If he does 
raise taxes only modestly, he 
may end up watching the 
Bank of Kngland slow the 


economy for him. The 
Bank's monetary policy com- 
mittee could increase inter- 
est rates again as early as 
next week. That would give 
the pound another Bft- UK 
base rates have already risen 
50 basis points to 6^0 per 
cent since May, dragging the 
pound higher. 

Also on Wednesday, the 
two-day meeting of the Fed- 
eral Reserve's Open Market 
committee ends. Few in the 


market - expect the Fell to 
raise rates: although the US 
economy appears to be 
speeding along, prices 
remain mysteriously stable. 
_ if rales do stay unchanged, 
that-fchould knock the dollar 
only slightly. The currency 
has been drifting between 
Y113 and Y115. 

However, US non-farm 
payroll data for June, 
released cm Thursday before 
the July 4 long weekend, are 


expected to show a jump of 
about 175,000. With unem- 
ployment already around a 
24-year low, the new data 
should buoy belief that the 
Fed may raise rates next 
time around, on August 19. 

Deutsche Morgan Grenfell 
expects that by the end of 
September US rates will 
have increased by 50 basis 
points. After all, prices are 
surely going to have to rise 
some day. 
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Let’s be alert. 

Let’s be hardworking. 

Let’s be imaginative. 

But let’s not be ordinary. 

— Haven Clark 

founding partner, SCUDDER, Stevens & CLARK, INC. 


We are pleased to tell you — our clients — that Scudder is joining forces with 
Zurich Kemper Investments, Inc. to form a new entity that will be the global 
investment management organization of the Zurich Group. 


Our new name will be 

Scudder Kemper Investments, Inc. 


Our new firm will embody the collective talents and perspective of dedicated professionals 
worldwide. And we will initially have stewardship of approximately 
$200 billion in assets for institutional and private clients, for retirement plans, 

and for investors in mutual firnds. 


As we look with great optimism and excitement toward the 21 st century and beyond, we 
remain true to the values which have guided our firms through their histories. 

Our commitment to you — our customers, intermediaries and shareholders— 
remains unchanged: The interests of our clients come first. 

We will continue to provide innovative products and services, world class investment 
management, and customized solutions to meet your goals. We understand the importance 
of advice and value our relationships with financial intermediaries. 

And we will bring you broader and more flexible investment choices, global viewpoints 
tailored to local needs, and the insight and experience to put it to work for you. 

We are enormously enthusiastic about the future and the opportunities this 
allian ce creates. And as one of the world’s preeminent investment managers, we will 

remain faithful to our tradition and vision. . . 

... be alert, be hardworking, be imaginative, but never be ordinary. 


SCUDDER 

ZURICH 



ZURICH KEMPER INVESTMENTS 
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MARKETS: This Week 


Bombay’s bull run continues 


The announcement by 
Reliance Industries last 
of a 1-for-l bonus share 
issue surprised and 
delighted shareholders and 
capped a June bull run on 
the Bombay stock exchange. 

The BSE-30 Index (Senses) 
touched 4,148, its highest 
level in a year, capping a 
rally which took off in 
December when the index 
was at a 52-week low. Since 
its dimax on June 18. the 
index has edged back, clos- 
ing an Friday at 4.133. But 
brokers have taken heart 
from the coincidence of 
strong trading and the mon- 
soon rains , which came 
down as the Senses went up. 

Last year, on June 17. the 
Index touched a high of 
4,131, cheering traders as 
they went home damp from 
the downpours. The BSE. up 
by 10 per cent in the past 
two months, is trading on a 
prospective p/e of 13. “This 
is not expensive. India is one 
of the few Asian economies 
without major macro-eco- 
nomic problems so its 
looking attractive," says Mr 
Ramnath Iyer, strategist at 
Peregrine India in Bombay. 

The star turn on the BSE 
and the National Stock 
Exchange was Reliance, 
India's biggest private-sector 
company. On Thursday, it 
ended long-running specula- 
tion by announcing its 
bonus share issue - its first 


India 



in 14 years and one that 
exceeded expectations. 

Mr Dhirubhai Arnbani, 
chairman of the textile and 
petrochemicals group, also 
forecast a doubling of sales 
by the miiiawTiium and said 
the company was aiming for 
a 20 per cent rise in earnings 
over the next five years. 

Reliance shares soared 
after the bonus announce- 
ment. reaching a 52-week 
high of Rs388 before profit- 
taking dragged the price 
down at Friday’s close to 
Rs37125. In the Eurocapital 
market Reliance global 
depositary receipts firmed to 
S23. 

Reliance's strong share 
performance was mirrored 
elsewhere in the refining 
sector by Bharat Oil and 
Hindustan Petroleum. Soft- 


ware companies and the con- 
sumer products sector, nota- 
bly Hindustan Lever and 
cement stocks such as Guja- 
rat Ambuja Cement, were 
other positive movers. 

Brokers say that the BSE 
index, which topped land- 
mark 4,000 level on June 13. 
owes its resurgence to buy- 
ing by foreign institutional 
investors, which regard 
Bombay as a bargain. In 
June, net investments by the 
so-called FUs reached 5300m, 
the highest monthly total in 
the current fiscal year. 

Brokers point to three 
underlying reasons. First, 
there has been strong liquid- 
ity following the move by 
the Reserve Bank of India, 
the central bank, to cat 
banks' reserve ratios and 
lower interest rates. On 
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Index 
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Weak an week movement Month on month movement 
Actual Percent Actual Percent 

Year to date movement 
Actual Percent 

World (449) 190.42 

LeOn America 

+2.79 

+1.49 

+12-95 

+720 

+3020 

+1823 

Argentina (23 

132.47 

-1.85 

-1.38 

+5.10 

+4X6 

+25.33 

+2325 

Brad (23) 

422A0 

+18.91 

+4.68 

+58.74 

+1814 

♦161.77 

+5127 

Ctrie (19) 

219-58 

-025 

-0.11 

+1523 

+7^1 

+57.13 

+35.17 

Cofonibla (12) 

237^7 

-4.06 

-1.38 

-1121 

-4£5 

+8328 

+66.78 

Mexico (20) 

10628 

+2.14 

+2.06 

+993 

+1021 

+2428 

+6010 


1.393.17 

+■17.37 

+128 

+99.72 

+7.71 

+38525 

+3822 

vanezualB (7) 

68.2 S 

+8450 

+10.79 

+1728 

+2425 

+2628 

+4124 

Lathi America (123) 

20650 

+526 

+286 

+21 £2 

+11.69 

+63.00 

+4320 

Czech Rep^lS) 

79.52 

-4.18 

-5.00 

-1.16 

-1.44 

-24.76 

-23.74 

Greece P8) 

168.87 

-023 

-0.13 

-3247 

-1813 

+5626 

+5026 

Poland (25) 

301.09 

-2354 

-725 

-16.33 

-5.14 

-4265 

-1241 

Portugal (19) 

19526 

+2,36 

+122 

+14.68 

+825 

+49.06 

+3327 

South Africa ^8) 

147 £4 


+2.30 

+3.42 

+2.37 

+17.76 

+13.87 

Turkey (26) 

181.69 

+15.78 

+9.51 

+2222 

+1394 

+5625 

+4520 

Europe (129) — — 

Asia 

...139.68 

+241 

+1.75 

+224 

+1.63 

+2125 

+18.04 

CHnap7) 

6733 

+1-87 

+2-86 

+4j01 

+624 

+10.65 

♦1921 

Indonesia (30) 

164^9 

+0.65 

+0.40 

+1222 

+848 

+626 

+547 

Korea (23) 

9123 

-355 

-3.75 

+8.65 

+7.87 

+1O01 

+1223 

Malaysia (24) 

229.58 

-946 

-3.56 

-192 

-023 

-5024 

-18.13 

Pakistan (13) 

7220 

-2.19 

-224 

+8-38 

+9.67 

+13.84 

+2327 

PHDppIrtts (18) 

272.98 

-2A4 

-1.03 

+8.40 

+397 

-4082 

-1321 

Taman (31) 

225^0 

+3.65 

+1.19 

+23.07 

+1128 

+4026 

+21.77 

Thailand (29) 

97.69 

+13.64 

+1623 

-9.90 

-920 

-57.47 

-3724 

Aata (193)-.. 

— 213.38 

• -009 

-0.04 

+10.48 

- +5.15 

-4.19 

-123 
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Wednesday the RBI lowered 
its bank rate by l percentage 
point to 11 per cent. And 
over the past six months 
commercial banks rates 
have Fallon £com 18 per cent 
to 14 per cent 

Second, industrial growth, 
at about S.7 per cent In 

1996-87, well down on gov- 
ernment targets of 1L9 per 
cent the previous year. Is 
sluggish, though it should 
pick up in the third quarter 
after the monsoons as strong 
liquidity feeds through. 

Brokers say industrial 
growth, especially in key 
sectors such as power, min- 
ing and manufacturing, 
which were all down on last 
year, should boost the full- 
year performance to 8-9 per 
cent 

Third, improved liquidity 
and high output have led 
brokers to forecast a 
rebound In corporate earn- 
ings of 20-25 per cent over 
the next two years. This 
comes after a set of corpo- 
rate results in 199647 which 
the Centre for Monitoring 
Indian Economy in its May 
report, said was the worst in 
a decade. 

The political uncertainty 
in Delhi continues to unset- 
tle the market. The only 
recent good news out of New 
Delhi was the February bud- 
get from Mr P. Chidam- 
baram, finanro minister. He 
slashed personal and corpo- 
rate taypg and the markets 
roared with approval. 

More recently Mr Chidam- 
baram baa improved Indian 
corporates' access to foreign 
markets by announcing that 
50 per cent of global deposi- 
tory receipts raised by 
domestic companies may be 
invested in foreign ventures. 

Brokers say the good eco- 
nomic signals should ensure 
the BSE index continues 
trading within the 3^00-4,600 
range, although some bulls 
set their target at the 5JXJ0 
mark. Realistically, above 
4,100, the market may strug- 
gle until the thir d quarter 
when organic growth in 
industry, as strong liquidity 
and higher output feed 
through, translate into 
s tr on g er values. That, says 
one broker, will strengthen 
the recent share spurt which 
has shown that "people still 
believe in the India story". 


TOS announcement appears as a iwBH cd record only. 
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Traders look 
to Budget for 
fresh impetus 


1 0 yoyh en chwi fc bond yieldi 





With little else on the 
horizon to give the markets 
a steer, Mr Gordon Brown’s 
first Budget is starting to 
loom very large for gilts 
traders. Attention in recent 
weeks has been focused on 
the main continental mar- 
kets with worries about Emu 
unsettling German bunds 
and French government 
bonds. By contrast Italian 
and Spanish bonds have ral- 
lied leaving gilts to drift on 
the sidelines after the excite- 
ment of the UK General 
Election. 


Economists are 
divided on what kind 
of Budget to expect 
and what the market’s 
response win be 


Having lost about one- 
third of the gains made in 
the aftermath of Mr Brown's 
Rank of England announce- 
ment last month, many are 
hoping the Budget will spur 
the much-awaited rally in 
UK bonds. 

“The market was starting 
to get accustomed to excite- 
ment with the Labour vic- 
tory and the decision to give 
the Rank of England opera- 
tional independence." said 
Ms Joanne Collins, market 
strategist at Nomura in Lon- 
don. “You could even argue 
that part of the sell-off In the 
last month was boredom at 
having to wait for the Bud- 
get" 

As ever, economists are 
divided on what kind of Bud- 
get to expect and what the 
market's response will be. 
Broadly speaking, most 
expect fiscal tightening of 
between £3bn and £5bn. The 
market's response, however, 
would depend on where that 
ti ghtening rawia from. 

“If Mr Brown targets the 
consumer sector for higher 
taxes then he will get tile 
thumbs up from the City," 


said Mr Andrew Roberts, 
fixed income strategist at 
UBS in London. “But if — as 
many people fear - he 
whacks the corporate sector 
the response will be much 
less positive." 

With retail spending grow- 
ing by almost 4 par cent this 
year and the domestic 
savings ratio dropping a 
point to 10.4 per cent of 
gross domestic product, the 
economy is probably run- 
ning at close to capacity. 

The 11 per cent growth in 
average national house 
prices (masking the far 
quicker growth in London 
and the south-east) so far 
this year is also considered 
ominous. Many are hoping 
that Mr Brown will produce 
a tougher-than-expected 
Budget to rtarnpor, consumer 
sp ending 

Mr Nigel Richardson, bond 
strategist at Yamaichi. 
doubts, however, that Mr 
Brown will use his first Bud- 
get as an exercise In cyclical 
fine-toning. “The onus is 
nOW on the Bank of E ngland 
to ffnklp inflation , the gov- 
ernment is supposed to be 
looking at the longer-term 
structural picture," said Mr 
Richardson. 

With the futures market 
pricing In base rates of 7.20 
per cent by the end of the 
year - 70 basis points raghw 
than the present rate - some 
expect the Bank of England 
to strike again quite swiftly. 
The next 25 basis point rise 
could come as soon as July 
11 - the next ifma the mone- 
tary policy committee meets 
- says Mr Roberts. “The 
economy is roaring ahead 
and there is very little a bud- 
get can do about that in the 
short-run," he qM- 

What does all this mean 
for gilts prices? One of the 
main short-term effects of 
higher interest rates could 
be to produce an inverted 
yield curve in the gilts mar- 
ket. The last time the longer- ■ 
dated gilts yield was lower 
than base interest rates was 
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before Black Wednesday in 
1992 when short-term rates 
hit the roof. This time - if it 
happens - it is unlikely to be 
so steeply Inverted. 

Many economists, how- 
ever, are betting that it will 
happen. With a spread of 
just 9 basis points between 
file yield on five-year gilts 
and the yield on 20 -year 
gilts, and a spread of just 4 
basis points between five 
and 10-year gilts, the curve 
is basically flat Indeed, at a 
longer maturity, the curve is 
already inverted with 30- 
year gilts trading through 
15-year gilts. 

“If the Banlf of Tgngfanfl 
raises rates by another 50 


■» wts. •- «w.rxif r j 


turn’s- 


<z‘- 

;* ” ••• ' : 


:i -pe-vr* J- 




7 



basis points or so then an 
Inverted yield curve Is a 
very probable outcome," said 
Mr Richardson. “Short-term 
rates suggest lower 
long-term inflation so it 
shouldn't surprise anybody." 

The market, in fact, is 
quite accustomed to this sce- 
nario having lived with an 
inverted yield curve through 
most of the 1980s. In practi- 
cal terms, an Inverted curve 
would be unlikely to have a 
dramatic impact on the 
spread over German bunds. 
The effect, if anything, 
would be to strengthen mar- 
ket confidence in the UK's 
anti-inflation strategy and 
lead to a rise in gilts prices. 

At 155 basis points, the 
gilts spread over bunds is 
considered, too high with 
Italian 10-year BTPS trading 
at a spread of just 125 basis 
points last Friday. . Most 
economists predict that gilts 
will again become the focus 
of convergence sentiment 
later this year. 

“Look at Sweden,” says Mr 
Richardson, “tt is in a 
broadly similar position to 
the UK with good inflation 
an d no intention of joining 
the first wave of Em u. Swed- 
ish bonds are about 100 basis 
points over bunds which is 
where gilts ghbuld be." 
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FIDELITY GLOBAL SELECTION FOND 

Sodfat (flnvestiasemeu 5 Capital Variable 
Kansallis House - Place de TEtoile 
B.P. 2174, L-I021 Loxetnbouig 
R.C No B 27223 
(in liquidadoD) 


Parsaam to a decision of ibe Extraordinary Genera! Meeting off 
Shareholders held on June 13, 1997. the Kquidadoo of fidelity 
Global Selection Fund Sicav (die "Company') has been dosed. 

UquidatioapreceedsirtcoUecndbythesbaehoUeniwinbettaas- 
fened to the Caisre des Coostyutoioiis m be held for tfae benefit of 
the pasous entitled thereto. 


The recoRb of the Cbetpany are deposhex) at (be registered o£Bee 
of the Company for a period of 5 yean. 


The Liquidator 




cmcoRPO 


0-84360,000,000 

SofconBnated EkreriiwRrt* No*« £>uo Ntw*mbwa7,aa35 
Nortce is hereby ghren ihcd #» Rob of brterusf has bean fixed at 


57H75K h mpaet of Irm Grbrial Nobs auf 5S73X, in raipect of *e 
Enhaseame d Notes, end tied fia interest poychfe 


on tire wlu at itd anto 
Payment Dde July 31, 1997 against Coupon No. 140 in rasped of 
US$10,000 nomind of the Nobs w3f be US$49.84 in rasped of rfw 
Origind Nobs and U5$5QJ9)" rasped of tie Enhanoemenl Notes. 


U^45O0, 000,000 

Pkxttfag Bate Notee Due October 25,3000 

Notin is hereby given that the Rale of Interest has been bed at 
5.7875% and that the interest payable an the rafavanl Inbred 
Payment Dob July 31, 1997 ogedrst Coupon No. 141 in rasped 
ofUSSlOflOO nomindeHwNotawi he US$4984. 


JoneX, IW.iondcn _____ _ mrl - n 

CfllBANCO 


IKTERMABJKKT MULTICURRENCY FUND 
S1CAV 

Registered Office: Z Bonleranl Royal, I-29S3 Luxembourg 
R.C. LUXEMBOURG R4Q4X7 
Shareholders oe hereby con rened a 6 k 

ANNUAL GENERAL MEETING 


of sfaareboldeo of oar company; which wm tate ptaoc at the offices of Banque 
bstemaciorale & Luxembourg. 69. route d*EKh. L-1470 Luxembourg, 00 July 
1 7, 1997 at 15XX> p.m. for die purpose of considering and voting upon the 
following agenda; 

1. Submission of the Reports of the Board of Directors and of the Auditor; 

2. Approval of the Statement of Net Assets and of the Statement of Opei^aos 
fortbe year ended as aiMatdi 31. 1997; Allocation of die net results; 

3. D is c har g e 10 die Directors; 

4. Statutory Appointments; 

5. Miscellaneous. 


Shareholders are advised dial no quorum is required for the hems of die agenda 
of the Annual General Meeting and tbs deririans wfli be taken 11 the majority 
of the votes expressed by the dnxehoMen present or represented B the meeting, 
in onter to attend dtoiwetfcig the omen of bearer stores have (0 deposit iheir 
stares five dear days before die meermg u the offices of Banque Imexitatieauie 
iUumnbourt. 69, route tTEtd),L- ]470Luxamboutg. 

THE BOARD OP DIRECTORS 


cmcoRPO 


U.S. $150,000,000 

Subordiaatod Floating Rate Notes Doe June 2005 


Notes b harebyohon that iho Rede of Wdarato Cor tho period June 30, 
1997. to Deoamtar 29, 1997 f>cu been fimi at 6.0X omf 


NobswgbeUS$3A33^0. 


fec^kNA ^^ A ua*j >6Ihi4<>qcrtBa* emBANCO 
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FINANCIAL TIMES MONDAY JUNE 30 1997 


CURRENCIES AND MONEY 
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(T*) “8-2397 -01474 925 - 888 *8.4872 *6.1925 
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I tone tor Jun 28 . BUMar oonwfc to Aa Pound 
M an totted by eunaa I 
Wans In bom Ms and i 
The 


South Mrtca 


> 504026 

34 

594509 

34 

57516 

3* 

1025 

109017 
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34 
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32 

09538 

33 
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25 
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39 
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40.174 

-25 

65 5 

• 1.1007 

04 

15997 

05 

1J3917 

05 

08* 

2B22S4 

OS 

282258 

05 

2621 51 

01 

764 

584023 

34 

600503 

34 

57518 

34 

1022 

12302 

35 

351 SI 

05 

3.1352 

39 

101.7 

1S0B5S 

22 

n> na 

35 

VL7B44 

-as 

. 965 

291526 

05 
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15 
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15 
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15 
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22 
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55 
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- 

- 

- 

- 

- 

- 
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25 
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- 
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35 
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35 
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35 
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05 

1550 

15 
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15 
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05 
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04 
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05 
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0.1 
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05 
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05 

. 
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-35 
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-45 

61.787 
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- 
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6.1 
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83 
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55 
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a. 
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-0.1 
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- 
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07 
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05 
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05 

- 
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25 
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25 
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25 

- 
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-9.7 
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0122 
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- 
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04 

46.1833 

05 
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435435 
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Europe 
1022 Austria 
Bdgun 
Dtnmmfc 
Finland 
Franco 
Germany 
Greoca 
Ireland 
Italy 
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Nwheri an ds 
.Norway. 

PortupX 
Spate 
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Switzerland 
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SOW 

A m erica* 
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Canada . .. 
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m 

PH 
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P 
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(SKI) 
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m 
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Hong Kong 
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(AS) 
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(Shk) 
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m 
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Japan 
Malaysia 
New Zealand 
RaBppteaa . . 

Saud Arabia (SR) 

Stegapore CSS) 

SoulhAMca (R) 

Soldi Korea (Won) 

Tehran (IQ 

Thafcnd P) 
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125170 

*00543 198-213 

1023*0 

12.1275 

355400 

riXJ67 200 - 600 

355680 359600 

65115 

+00258 110 - 120 

6.6172 

65675 

5.1806 

+05252 768 - 840 

5.1673 

5.1358 

54556 

+05237 552 - 580 

55607 

5S1B0 

1.7383 

+00077 356 - 368 

1.7382 

1.7340 

273990 

+06S5 9*0 - 040 

274.410 

272.170 

1.5096 

-O0017 on - 106 

15169 

15068 

160019 

+854 804-834 

1690.20 

168658 

308400 

+0167 200 - W0 

355800 

355660 

19538 

+00079 537 - 541 

19566 

19395 

72971 

+05348 9*8 - 904 

75100 

72484 

175490 

+065 440 - 540 

170740 

172.700 

140755 

+08 7*0 - 770 

146500 

145.740 

7.7199 

+00166 174 - 23* 

7.7260 

7.6680 

1*488 

+05008 481-400 

1*$i5 

1.4330 

15621 

-000*1 616 - G26 

1.6713 

15810 

1.1297 

-05041 294 - 300 

1.1383 

1.1280 

071732 

- • 

" 

* 

09B96 

-00003 995-998 

05006 

05995 

1JJ7S5 

-00009 736 - 771 

15771 

15738 

15816 

+0002 615-820 

15825 

15702 

75S2S 

-0503 500-550 
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Me* 




15*09 

+05071 405 - 41* 

15378 

15403 

7.7435 

+0X1006 460 - *S0 

7.7*90 

7.7435 

355050 

-0505 000-300 


35.7600 

05958 

+05241 696 - 013 

3.6013 

3.5750 

114545 
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114550 
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25227 
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2.52SP 
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1.4738 
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55 
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25 
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3; 
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3i 
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3% 
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22 
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3i 

3i 

3D 
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32 
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- 
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27 
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2.7 
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3% 
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3% 

33 
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- 
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2* 
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y. 

•Jk' 

33 

3".- 

3.10 

- 
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-S.7 

27794 

-49 

204.49 

-36 £45 

■mek ago 

3 

3J. 

3i 
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a 
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63 

63 
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as 
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- 
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'» 
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- 
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EURO CURRENCY INTEREST RATES 
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teem notice month months months year 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Jun 27 BFr DKr FFr 

DM 

K 

L 

Ft 

NKr 

e* 

Pte 

SKr 

SFr 

G 

cs 

* 

Y 

Ecu 

Bdghen 

pFrf 

100 

18*5 

1694 

4945 

1948 

4738 

5*52 

2096 

488.6 

4099 

2194 

4XM2 

1.879 


2-790 

3199 

2*70 

Danmark 

(DKr) 

5491 

10 

8958 

2926 

1.002 

2569 

2955 

1194 

265* 

9990 

11.68 

2.101 

0910 

2.000 

1913 

1739 

1930 

Franca 

(FFri 

B190 

1199 

10 

2965 

1.131 

2000 

3935 

12*8 

299-6 

250.6 

1018 

2*73 

1X127 

gm 

1.707 

1059 

1.511 
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(DM) 
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3908 
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1 
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4903 
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0947 
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ro 
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0.115 
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UK INTEREST RATES 


LONDON MONEY RATES 

Jun 27 Over- 7 days 
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notice mont h months 


a* 
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One 


Betgon Franc 

3 It - 3t« 

31* ■ 3j* 

3 14 - 3 A 

3I| 3i, 

3*1 - 3U 

j.; - 3,\ 

Danon Krone 

3B - 3 J J 

3,1 - 3»2 

3i« - 3A 

3H - 313 

3L‘ - 3l> 

313 i\ 

German Marti 

3u> - 

ll _ *»lh 
+H* it* 

□ w - 3Vi 

-3i 

3.‘. * 3,*. 

3A-3£i 

Dutch Guilder 

3J,-3 

3m - 212 

3,V - 3 i 

3ij - m 

J* ' 

W ■ 3,', 

Ftench Franc 

V» ■ 

3A - 3,, 

3*4 - 3jj 

3*1 - 3.* 

3i* - 3,\ 

Hi 313 

Portuguese Esc 

m : - s8 

6m * 5j) 

6i» • 5}2 

5fl - 5,'i 

51'.' - SA 

5.1 - ill 

SpBteh Peseu 

SH- 5>e 

5Jb - 5,a 

5)4 - 5|« 

s a - Vi 

5>j - 5fi 

V, ■ V: 

Staring 

6*8 - 6^ 

eh - BA 

6*. - FA 

Cii BiS 

7 ■ 6U 

7 it ■ 7 M 

Sane Franc 

1*2 • 1>4 

iA - »A 

»,• ■ Li 

Hi - 1 A 

>13 • hi 

»A • 1 * 

Canadian Dollar 

3«i - 3U 

3h-3h 

3U 3 A 

3»I • 3% 

333 - 3B 

*.’, - 3i! 

US Dottar 

SH-SJj 

51) - 5.’. 

514 - 5*S 

5ti - 5fi 

5a - 5|i 

b,‘i - f> 

Itaban Ura 

7ii - «J 

613 6l 

6?g - 6 jj 

6fl - ma 

fli ■ 

bt; ■ 6k 

Japanese Yon 

B- 

H - IS 

i+ - i’i 

U- 13 

'a • : 2 

U - :4 

Asian SSeig 

3*2 - 3*s 

3A " 3it 

3*U - 31? 

3A - 3,; 

3*a • 3 <2 

3U ■ 3h 


Interbank Staring B7« - & 2 - GU 64-6.1 6^-6^ 74 - 6(3 7 A 

Staring CDs - - 64 - 6*2 BE - Bii 6L« - 6i3 7 A 

Treasury BUs 64 - 64 6JI - 6U 

Bonk B6s - - 6« - 64} ^ - 613 6H - 65J 

Imd authority daps 6L - 6^ 6' 2 fr>a 6j5 - 6B &H - EJ3 6ji - 64 7,’, 
ptsooun Market deps 61, - 6^ - 6L 


7>s 

&il 


Short mid .aha am ad la the US. Dollar and Van. o r ho nt nra days' notce 
■ th— Moanri aowoppLum hmm) Sim ponta or toa% 


UK doartng bank base tarring rale 6^ por cent bom jun 6 1997 

Up to 1 1-3 5-6 6-9 

month month months monttb 


9-12 

months 


Dad* Kronor. French Fnmc. Norwegan Kronor, ad Swedtti Kronor par 10; Batglai Franc. Yon. Escuoo. Lta red Paata p *r 10a 
■ P-MAWK. fUTUMB (\W4) DM 125^X30 per DUi 



Open 

Sett price 

Change 

ffigh 

LOW 

Estvol 

Open tot. 

Sep 

09827 

0.3782 

-00044 

09833 

09780 

7971 

58,352 

Dec 

05B4O 

05821 

-0X1044 

09844 

05817 

65 

008 

Mar 

05860 

0-5860 

-00044 

09883 

09880 

3 

125 

■ SWISS FRANC FUTUM2B QMM) SFr 125X300 piv SFr 



Sep 

07023 

09841 

-00084 

07048 

06838 

4917 

31.054 

Dec 

07058 

07017 

-0X1086 

07058 

07014 

4 

85S 

Mv 

- 

0.7085 

-0X1087 

- 

0.7150 

60 

70 

■ JAPAHHSE YEN RVTURES0MM) Yen 129m pv Yen 100 




Open 

Sen price 

Change 


LOW 

EsLvai 

Open M. 

Sep 

08038 

08827 

-08101 

08944 

09815 

16911 

56J310 

Dec 

□9052 

09043 

-0X7101 

08862 

09932 

49 

1,104 

Mar 

- 

09060 

-0X7101 

- 

09080 

3 
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■ STCRUHG FUYIMS (IMM) E62900 per £ 




Sep 

1.6620 

1.6596 

-00018 

19876 

19570 

5.783 

53940 

Dec 

19680 

.-.1.6550 

-OJX7I8 

19590 

19520 

0 

410 

Mar 

- ;•) 

;«cfr*504 

-a 0020 

19540 

19480 

1 i.i 

r-r2 ■ 


■ PHLAOOMU SB C/B DPTMMtt £31^50 (cents par pouid) 


Certs at Tax ctep. (Cl 00 300) 2l z 5lj 5 5 4l> 

Cam ce Tai dap. iroder C1HJ300 Is 2tjpc. Detwatt mthcnan for casn IGpe. 

Awl tender me pt dlacaaa on Jai 77 . 6 4200pc ECGD feed tala ‘Sdg. Eaixm Fran* Make 
up day Jui30l 1897. Apead rata tar paU <W 86. 1997 to Aug 25. 1997. Scheme H 7 98pc. 
n ctor cn oa rale tor period May 31. 1B97 IO Jun XL 1997. Schamco IV 3 V B nape Flrorce 
Hone Base Raa Tpe boat Jot 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

Jut 27 Jun 20 Jun 77 Jun 2d 



Open 

Sett price 

Change 

High 

Um 

EsJL vol 

Open mt 

Sep 

94 13 

94.14 

+001 

94 lb 

94.13 

78974 

579.656 

Dec 

93 03 

93 05 

+0 02 
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BANKING DEPARTMENT 

Wednesday 
June 25, 1007 
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EUROPEAN INVESTMENT BANK 

SPANISH PESETAS MEDIUM TERM NOTE PFKX3RAMME 
dated 29th February 1996 

Notice to Noteholder 

Al holders of Notes Issued under the Spanish Pesetas MecBum 
Term Note Programme established by the European investment 
Bank on the 29th February 1996 fThe Programme"), are hereby 
noOUed that, pursuant io paragraph 1 oi the Terms and Conations 
of the Notes issued under The Programme, the European 
Investment Bank has decided to increase the initial Programme 
Amount by the amount ot 300.000.000.000 (three hundred blNon) 
pesetas. The new Programme Amount resulting from this increa- 
sa wiB be 500.000.000.000 (five hundred billion) pesetas. 

This increase has been approved by the Board of Directors and 
by the Management Committee of the European Investment Bank 
at their meetings on 29th January 1997 and 16lh May 1997 res- 
pectively. and has the formal agreement of the DteceUn General 
del Tbsoto y Politica Firtandera (Treasury) oJ the Spanish Ministry 
of Finance and of the Arranger. 



The Republic of Italy 

US $300,000,000 

Floating Rate Notes due 1997 

In accordance with the provisions of the Notes, notice 
is hereby given that the Interest Amounts payable on 
the next Interest Payment Date 31 st July, 1997 will 
be US $301.57 for each US $10,000 Note and 
US $7,539.49 for each US 5250,000 Note. 

Agent Bank 

Bank of America International Limited 

30th June, 1997 


Tho Financial Times plans to publish a Survey on 

France 


on Wednesday, September 24 


For further information, please contact: 
Lindsay Sheppard 

Tel: +44 171 873 3225 Fax: +44 171 873 3204 
or Paul MaravigUa 

Teh +33 1 53 76 82 51 Fax: +33 1 53 76 82 53 
or your usual Financial Times representative 


FT Surveys 


BASE LENDING RATES 
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65D 

650 

650 

650 


Bark or Cyprus 
Bank d Iretand 
Bank of Irria 
Bar* ot Scotland 
Barclays Bai* 

Bril 8k 0) M<d East 
Mow ta* 6 0o Lid &2S 
CttrenkNA 650 

OyctaEdata Bank 650 
Thu Cooperative Banks. 50 
Coutts&Co 650 

Cyprus PopUar Bank 650 


Duncan Lawrio 550 
Enre Bank Umtod 750 
Fteofrirt & Gon Bre* 750 
■rtobort Ftomlng 1 Co6 50 
■Gtrenoos Mahon 650 
Habti Bank ag Zuncn 6.50 
•HantomBar* 650 
HwHabla A Got ten BKB50 
C Hoar© S Co 650 
Hongkong S Shangfial 650 
Investec Bonk (LBO Ltd G 50 
Jutein Hodge Bank 650 
daopdriJasepnaSaa 650 
UoyttoBank 650 

MUnnd Bank ISO 

NcCWetaminstef 650 
•ftatoubeis 650 
Royal Bkol Scotland 650 


Scotun Widows Bonk 6 SO 
toSmgor S Fnoriandor 6 50 
MnDi & Wiman Secs6 50 
TSB 650 

United Bank of Kuwret 6 SO 
Unty Trust Bank Pie 6 50 
Wouem Tiust 6 50 

Whiknwny Lariaw 650 
Yariehre Bank 6 SO 

• Memoeraoi London 
bncstmem Barking 
teoa a wi 
* In Ddnrfnearason 


INTERMARKET FUND 
Sodhi Anoaymp 

Registered Office: 2, Boulevard RoraL L-2953 Luxembourg 
R -C. LUXEMBOURG B4t622 
Shareholdm arc hereby con voted to flic 

ANNUAL GENERAL MEETING 
of thaicboiden of our company, which Hill ute place al ihr ofTkvs of Banque 
Internationale h Lrncmbouig, 60, route d'E&ch. L-I470 Luumbouis. on July 
II, 1997 M 12.00 for the pupoK of considering and voting upon the following 
igcnds: 

I. Submission of ihc Reports of die Bond of Duteion and of ihc .\udjion 
— Approval of die SiaionciN of Net Assets onj of Ihc Sunemeni of Operations 
for the year ended as a Match 31. Iio?; Alkwarion of die net results: 

3. Discharge to die Directors; 

4. Statutory Appoamnents: 

5. Miscellaneous. 

Shareholders are advised that no quorum is required far the items of die agenda 
of the Annual General Meeting and dial decisions will be Uken a the majority 
of the votes expressed by the shareholders present or re pt e soued at the meeting, 
b order to attend the meeting the owner* of bearer shores have to deposit their 
shares five dear days before the meeting at the office* of Banquc Internationale 
i Luxembourg. 69. route d’Esch. L - 1470 Luxembourg, 

THE BOARD OF DIRECTORS 
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Credit Commercial de France 

FTL 150,000,000,000 
Floating Rate Notes due 1998 

In accordance with the Terms and Concfclions ol the Motes. ni> 

was hereby given that for the Imeresi Period (ram June 30. 
1997 to September 30. 1997 the Notes will cany an inter- 
est Rate of 6.74609 % per annum 

The Coupon Amount payable on the relevant Interest Pay- 
ment Date, September 30, 1997 will be m. 86,200 per 
fTL 5,000.000 nommal amount 
of Note and fTL 862,000 s ’ — N 7n e Agprr Bjn< 

per ITL 50,000,000 nomi- / rtnr^nK — ....... 

na. amount of Note. 



cmcoRPO 


U.S. $150,000,000 

Sobordinated Floating Rata Notea Doe September 2005 
hfafa> h hnrdjy QivOT tholriw (tote of tetomt lor the period Jurat 30. 
1997, to Snptombar 30. 1997 Km barn fi*od of 5531 25% raid riutf ton 
intorosl parable on too rabwam Intrant Raymani Data Saptqntoer 30, 
1997, anarat Coupon No. Id in rasped of US55.000 nornind of tiw 
Notes will bo USS70.6a and in respad of US$100,000 nranind oF 
too Notes wiB b« USSl.413.54. 


June 30, 1 99?. London - 


Republic of Venezuela 

ILS. $167,000000 


05.0107400000 
Flotelna fata Notes dua 2003 
For tea HM pariod tom Jrn 30, 1W7 
B Dsoanrbw aa 007 ma a hoc boot 
OM ermmm « 70625%. The nauat 
amounts jnphta on OKanoor 30 1907 
wH fat 06. £33801 per U A nuODO B 
mgWMd tarn and US. H9753 per 
US. *25000. US 43500.16 pw 
US STO000 and US Sa47%2G par 
usjastvaoow 

By. to Oat tote 


Jo»S*«7 


QCHASe 


eUROFIMR 

^repeal Conqwny (onhe 
Fhmaog of RjdUoad Roltins 
Stock 

¥20.000,000,000 
RoaUng rote notes due 2005 
Notice ts hereby given that 
for the interest period 30 Ame 
1S97 io 29 December 1997 the 

notes wBl cany an Interest rate 

of 0.63094% p er ema m. 

Interest payable urt the 
reienant interest payment date 
29 December 1997 aU anomt 
to YenJ, J90 per Yenl.OOQ.000 
denomination. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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Highs & Lows shown on a 52 week basis 
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Faster time-to-market, 
flexibility and customer 
responsiveness are the key 
to Rockwell Automation’s 
leadership. 
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FT GUIDE TO THE WEEK 


MONDAY 



handover.. 


At the strode of 

midnight 
tonight, Hong 
Kong will 
rat urn to 
Chinese 
sovereignty 
after 156 years 
of British rule. 

. The transfer of 

“to most significant ramalnltig Tfr rrtiwh 
colony will be marked by formal 
cerg momes and a series QfceJebratiorB 
across the tearitory and in mainland 
C hin a. A sunset farewell by the British 
administration win be follow®! at 
midnight by a formal Slno-Brttish 
ceremony. The British delegation, to be 
headed by Prince Charles, will include 
Mr Tony Blair, prime minister , rhina 
will be represented by President Jiang 
Zemin and Mr Li Peng, the p rime 
minister. The high level of the Chinese 
delegation reflects the importance 
attached by Beijing to the resumption 
of sovereignty over the territory. 
Planned talks between Mr Jiang and 
Mr Blair also signal China's desire for a 
“new beginning" in Sino-British 
relations following the strains of the 
handover preparations. 


followed by protests... 

Once the midnight ceremonies have 
been performed, Mr Chris Patten, the 
last British governor of Hong Kong, 
will depart with Prince Charles on the 
Royal Yacht Britannia. The territory’s 
new government will then be swam in, 
although British ministers and the US 
secretary of state wiU stay away in 
protest at the provisional legislature, 
the Beijing-backed body which will 
replace the existing Legislative 
Council. While the swearing-in takes 
place, the territory’s biggest 
pro-democracy party is planning a 
protest in the colonial Legislative 
Council building. Other 
demonstrations are planned, raising 
the possibility of confrontation. 
Pro-democracy forces, however, have 
pledged their rallies will be peaceful, 
while the government-in-waiting has 
promised a tolerant stance. 


and karaoke... 

Away from the formal ceremonies and 
the planned rallies, the handover will 
be marked by fireworks, concerts, and 
exhibitions. Stretching through to the 
end of the week and beyond, they 
include such spectacles as a flotilla of 
giant barges traversing the harbour 
with ill umina ted displays. Plans are 
also afoot for the world’s biggest ever 
karaoke session. In Beijing’s 
Tiananmen Square, a huge fireworks 
display and historical dance 
performance are to be staged. Many 
other Chinese cities, from Shanghai to 
Shenzhen, are also preparing 
festivities. 


as Bering celebrates 

Beijing. China's capital city, is staging 
a spectacle of sang, dance and 



The big handover Hong Kong returns to Chinese sovereignty amid celebrations and demonstrations 


fireworks to celebrate Hong Kong's 
return. More than 60,000 people will 
attend the seven-hour celebration to be 
held in Tiananmen Square where a 
military crackdown on student 
demonstrators took place in June 1989. 
Attendance, however, is to be 
restricted to cadres, special guests, 
journalists and selected representatives 
of 'Industry, agriculture and the 
intelligentsia’’. For security reasons, 
most of the city’s 12m residents are 
advised to watch the broadcast of the 
celebrations. Organisers said the cost 
of the festivities would reach US$2m. 
The heavily subsidised celebrations 
also include a concert to be held at 
Beijing's Workers’ Stadium on July 1 
where President Jiang Zemin is to 
deliver a speech. 


Indian quota talks 

India and its trading partners in the 
World Trade Organisation will try 
again today and tomorrow to agree a 
timetable for phasing out 2.700 quotas 
India imposes on imports of consumer 
goods. Tiie organisation’s balance of 
payments committee failed to reach a 
deal in early June, with India asking 
for a nine-year phase-out and the main 
traders, including the US. European 
Union and Japan, insisting on three 
years or less. However, the two sides 
are said to have moved much closer 
together and a compromise of around 
five years could be on the cards. 


Burundi forum 

The United Nations Educational, 
Scientific and Cultural Organisation 
(Unesco) is organising a forum for 
dialogue on Burundi, b ri n gi ng together 
politicians, representatives of civil 
society and concerned international 
institutions. Unesco says the meeting 


in Geneva is the first of a series 
designed to complement existing peace 
initiatives by stimulating an exchange 
of views cm subjects such as education 
for peace, democratic principles and 
development. 


Caribbean expansion 

Leaders of the 14-member Caribbean 
Community (Caricom) start a four-day 
meeting in Jamaica to consider 
expanding the group. They will also 
discuss how to deal with a threat to 
their preferential banana market in 
Europe and the loss of markets in the 
US to Nafta-favoured Mexico. Haiti has 
applied for Caricom membership, and 
Cuba has requested negotiations on a 
free trade treaty. 


TUESDAY 


Climate for debate 



Global warming 
» nri the “El 
Nino" effects 
will be high on 
the agenda 
when an 
estimated LSOO 
meteorologists 
and 

climatologists 
meet in Melbourne for a week-long 
conference on environmental issues 
Involving oceans, the atmosphere and 
the geosphere. The gathering, 
organised by the International 
Association of Meteorology and 
Atmospheric Sciences and the 
Internationa] Association for Physical 
Sciences of the Ocean, is also expected 
to discuss storm surges and rising 
sea-levels. 


FT Surveys 


Swedish Banking and Finance, 
Business Arts Sponsorship (UK only), 
Argentina. 


WEDNESDAY 




Brown's Budget 

Mr Gordon Brown, the UK's chancellor 
of the exchequer, delivers the first 
Labour Budget for 18 years. The 
centrepiece will be a £3bn 
welfare- to-work programme funded by 
a one-off windfall tax cm the privatised 
utilities. But Mr Brown is also expected 
to announce on-going tax increases to 
help slow the economy. The biggest 
change is expected to be the scrapping 
of the tax credit on share dividends 
which would raise £5bn a year for the 
government, mainly at the expense of 
pension funds. The chancellor is 
expected to take action to slow the 
housing market by halving the tax 
relief on mortgage interest payments 
and doubling the rate of stamp duty an 
the purchase of highly priced houses. 
There are expected to be few other 
changes to personal taxation although 
the chancellor is likely to signal his 
determination to remove work 
disincentives. 


Plea for more growth 

The United Nations publishes its latest 
world economic survey, timed to 
coincide with the first week of the 
annual meeting of its Economic and 
Social Council in Geneva (to July 25). 
The survey criticises the tight budget 
stance of many countries which it says 
risks putting social cohesion in 
jeopardy and inhibits growth. While 
growth this year is likely to be similar 


to last year’s 3 per cent, the UN says 
the world could do better. In particular, 
developing countries need higher 
growth to reduce unemployment and 
poverty but only a minority in Latin 
America and Africa achieved S per cent 
or more last year. 


Fujimori visits Japan 

Peru’s President Alberto Fujimori is 
due to arrive in Tokyo on a six-day 
visit A popular figure in Japan due to 
his Japanese ancestry, he wiD be 
making his first trip since the AurQ. 
resolution of the four-month hostage ; 
crisis at the Japanese ambassador's 
residence in Lima. He will meet 
Emperor Abdbito and Prime Minister 
Ryu taro Hasbimoto, tour the northern 
island of Hokkaido and end his visit at 
the luxury resort island of Hatsushima, 
near Tokyo. 


Rowing 

Henley Regatta (to July 6). Oxfordshire 


FT Survey 

FT Review of Information Technology. 


THURSDAY 


Luxembourg takes over 

The 20 European Commissioners travel 
to Luxembourg for talks to inaugurate 
the Grand Duchy's six-month 
presidency of the European Union. 
Luxembourg took over from the 
Netherlands on July 1 for a spell at the 
helm of the Union that will be 
dominated by preparations far 
monetary mnirm, and for enlargement 
to the east and south. The Grand 
Duchy has made dear that one priority 
will be to avoid turbulence on toe 
international money markets towards 
the end of the year, as traders 
speculate on whom will be members of 
the single currency. That may mean 
setting indicative exchange rates for 
prospective euro members. 
Luxembourg is also committed to 
progress in setting toe framework fen' 
enlargement negotiations, in spite of 
the limited achievements of the recent 
Amsterdam summit. 


Furniture auction 



A pair of gfltwood 
armchairs, made by 
Thomas Chippendale to 
designs of Robert 
Adam for Sir Lawrence 
Dundas in the 1760s, 
come under the 
hammer at Christie's in London today. 
They are-expected to sell for £L2m 
while a pair .of sofas from the same 
source should make pm. They are the 
hi g hli g hts of an important furniture 
auction, which includes a pair of 
commodes by the French ibbwte, 
Pierre Langlois, Which were also made 
for Sir Lawrence. They carry a top 
estimate of £900,000. 


Cricket 

England v Australia in third test (to 
July 7) at Old Trafford 


Golf 

Irish Open (to July 6) 


FRIDAY 


Russian relations 

Mr Victor Chernomyrdin, Russia’s 
prime minister, travels to Berlin to join 
Ger many ’s Chancellor Helmut Kohl at 
a conference on the future of Russia 
and its relations with Germany. The 
meeting is organised by the Alfred 
Herrhausen society for international 
dialogue. Germany's backing for the 
eastwards expansion of the Nato 
defence alliance - and Russia's 
misgivings - will figure prominently. 


Skill Olympics 


Young people 
from 32 nations 
compete in the 
34th 

International 
Youth Skill 
Olympics in 
Saint Gafien, 
Switzerland. 
Some 560 
competitors have four days to 
demonstrate their skills in 38 trades 
ranging from floristry to carpentry to 
cookery. The International Vocational 
Training Organisation holds the 
Olympics every two years. 



FT Survey 

Leeds 


WEEKEND 5-6 


Mexican elections 

Mexico's Institutional Revolutionary 
party faces the toughest electoral test 
of its 68 year-reign in mid-term 
elections (Sunday) which could see the 
unpopular ruling patty lose control of 
Congress. The leftwing Revolutionary 
Democratic party is expected to sweep 
Mexico City, which is holding its 
first-ever election for a mayor, and the 
conservative National Action party to 
do well In governorship races in the 
north of the country. 


New RPR leader 

France’s main rightwing party, the 
Gaullist Rally for the Republic (RPR) is 
due to hold a. congress to name a new 
leader (Sunday). Former premier Mr 
Alain Juppd has said he will not stand 
for re-election as leader, clearing toe 
way far Mr Philippe Sdguin, former 
National Assembly speaker. 


Rugby union 

South Africa play British lions in the 
third test at Johannesburg on Saturday 


Cycling 

Tour de France, Saturday (to July 27) 


Compiled bu Bob Vincent 
Fax: (+ 44 ) (0)171 S73 3194. 


ECONOMIC DIARY 


Other economic news 


Monday: Net UK consumer 
credit in May is expected to 
show a substantial rise, 
highlighting fears about a 
built-up of inflationary pres- 
sures. The markets are 
looking for a rise from £6Slm 
in April to between £900m 
and ELlbn. 

Tuesday: The Federal 
Reserve’s open market com- 
mittee starts its two-day pol- 
icy meeting. Most Fed 
watchers do not expect a rise 
in interest rates. 

Wednesday: The UK bud- 
get will be the first by a 
Labour government in over 
18 years. Mr Gordon Brown, 
the UK chancellor, is expec- 
ted to announce a series of 
tax increases as part of a fis- 
cally tight budget 

Thursday: The US unem- 
ployment report for June is 
expectly to show a continued 
tight labour market. The 
unemployment rate is likely 
to remain under 5 per cent 

Friday: Italian consumer 
price Inflation is falling rap- 
idly, underlining the coun- 
try's efforts towards eco- 
nomic convergence with the 
rest of the EfU. The markets 
expect a fall in the a nnua l 
inflation rate from 1.6 per 
cent in May to 1.5 per cent in 
June. 
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-11.8* 

-0.3* 


Germany 

May Industrial production west* •' 


. oA%R 1 -.' 


Japan 

May construction starts** 


-ISA* • 


Germany 

May Industrial production east* 


•- 2w4%R. ' 


France 


12.8% 

12-8% 

•four' 

UK 

June Chart Inst of Pur Supply survey .. 


- ]• 


France 

May jobseekers* 

■0.1* 

0.2% 

July 3 

UK 

June C8I dfetrfoutrve trtufes 


V-NfA. .... 


taiy 

Q1 final gross domestic product 

-0.3% 

-0.2% 


Spain 

May producer prtofl Index* 

02% 

- • 02% ■ . 


Italy 

Ql final gross domestic product** 

-O.S* 

0.1* 


Spsh 

May producer price Index** 

02% 

.‘08% 


UK 

May consumer credit 

880 m 

891m 


US 

June non-farm payrolls 

210k 

, '138k 


UK 

June MO* 

1.0* 

(L3% 


US 

Jwra manufacturing payrolls 

10k 

-6k 


UK 

June MO** 

8.1* 

6.1* 


US 

June hourly earnings 

0.4% 

0-3% 


US 

May personal income 

0.4% 

0.1% 


US 

June average work week 


343 . 


US 

May personal consumer expenditure 

0.3% 

0.1% . 


US 

June unemployment rate 

42% 

4.8% .' . 


US 

May new home sales 

785k 

772k 


US 

Initial cfaims June 28 

333k' • 

332k 

Tuee 

Germany 

June purchasing managers indext 


5749 


US 

sate benefits Jura 21 . 


2308k; •' 

July 1 

UK 

June Chart Inst of Purchasing Mgra 


N/A 


US 

May home completions 


1-A5m ' • 


US 

BOT-Mftsubtshi June 28 


UNGH 


US 

Ml week ended June 23 

-SlJJba . 

S0-8bn' 


US 

June Naf Assoc of Purchashg Mgra 

5&2% 

57.1% 


US 

M2 week ended June 28 

S3.7JX1 . 

siribn 


US 

May toasting JndJcaajrs 

CL2% 

-0.1% 


US 

M3 week ended June 23 

SUn- 

• SOSbn - 


US 

May construction spending 

05* 

-1.0% 

Fri 

Italy 

June consumer price, kid ex-tobacco* 

ai* ; 

03% '• • 


US 

June domestic auto sales 

63m 

68 

July 4 

Italy . 

Jura consumer pries Ind ex-tobacco** 

1.5% ' 

13% 


US 

June domestic light truck sales 

62m 

6.1 


UK 

May housing starts • 


N/A 

Wed 

UK 

June official reserves 


N/A • 

During the week... 



• ' 

July 2 

US 

May factory order* 

-0.2% 

I** 


Germany 

May net foreign bond purchases. 


DM43bn 


US 

May factory inventories 


0.6% 


Germany 

May manufacturing orders pan-GeT 

OjD% " 

• .43%Ft 


Germany May industrial production pan-Gar 0-5% 


03%R 


'mWonmth,*ycnyr r ‘"qt r o n qtr,t rasonfey adjusted 


Safeties, courtesy HMS MariM 


ACROSS 

City where ammunition is 
stored, say <6) 

Crazy - taking two banned 
substances (8) 

They're not necessarily cut 
in pickle-making (6) 

Chip bag or container (8) 
Central roundabout poorly 
lit in a way (61 
i Place represented as loaded 
with gold (8) 

i An extra lucky cup draw 
(3) 

He docks the sailing-ship 
( 6 ) 

For certificate see master 
after swim (7) 

A runaway affair (61 
A warning to say nothing 
about evidence of arson (3) 
i Offer made by pilots before 
landing (8) 

Belief in solvency? (6) 

; splendour of old city 
fronted by fantastic garden 
( 8 ) , , 
Discovery means plea is 
changed (6) 

Minded being arranged (8) 
Delivery to travel tire ways 
at the end of April and 
July (6) 


DOWN 

1 Near fortune acquired 
through luck ( 23 ) 

2 This poem is about the 

devil (8) 

3 Stayed in custody (8) 

5 Cause irritation right on 
the joint (6) 

6 Top car manufacturer who 
takes prize? (61 

7 Places in Spain (6) 

8 Undertake to make a toss 
(A2) 

12 Healey’s unusual facial 


15 


hair (7) 

U could be 


(Si. 


spare for diners 


16 Unite that count in making 
as impression (3) 

18 Open coal fires I left to go 
out (8) 

19 Exciting race with swim- 
mer (81 

20 People correspond, but not 
physically (8> 

22 Wandered out of danger (6) 

23 Represses a point on board 
( 6 ) 

24 Bad luck on Robin getting 
two ducks (8) 

25 To make a charge is a 
County Council practice (6) 



MONDAY PRIZE CROSSWORD 

No.9,414 Set by DANTE 


Six bottles of Davy* Celebration Champagne for the first correct solu- 
tion opened and thru runner-up prises Of £40 Davys food and wine 
vouchers redeemable in person or by post. These prizes are available 
only to winners living In Rngt-'mo. Scotland and Wales. Winners with 
overseas addresses will receive a set of sCver-ptated place name bases 
and cards. Solutions by Thursday July 10, marked Monday Crossword 
9.414 on the envelope, to the Financial Times, 1 Southwark Bridge, 
London SB1 SSL. Satattonan Monday July 14. Please allow 28 days for 
delivery of prizes. 


Name- 


Addrec 


Solution 9,402 


item Ie 

. rtey 

Mrs L-M- Hunt. Edinburgh: Ronald Lee, London E16 


WINNERS 9,402: D. Hegarty. He 
4 Wean Mrs EM. Famworth, 



GT DEUTSCHLAND FUND 

SICAV (1b ikfaMattoa) 

2, Boulevard Royal 
Umr twn ! 

XC Loxembourg B-29023 


Notice of Extraordinary General Meeting 


NOTICE IS HEREBY GIVEN that on Extraordinary General Meeting of 
Shareholder* of GT DEUTSCHLAND FUND (die -fired") wiB be held at fee 
offices of Banque hnerauiofiale » Luxembourg. SodAd Anonyms. rente 
d'Esch. L-1470 Luxembourg, on July 8, 1997 at 4 pirn. to consider die report 
of the auditor to the liquidation appointed at the previous meeting, and if 
chwght fit to pan the following resolutions: 


IT IS RESOLVED 

1.. to approve the report of the a udito r to the liquidation appointed at the 
pterious Meeting 


2- to give discharge to the Liquidator, Auditors to the liquidation and 
D i rectors who bad been fa place; 


3. to dote tbe liquidation and distribute the remaining ncmsrcaln crete 


4. to keep foe raeanh of GT DEUTSCHLAND FUND for term of five yean 
at the offices of Banque httereatianale i Luxembourg. 


Shareholders arc nfonned that at this Meeting, no quonret h'requlred ftr the 
bolding of the meeting rod the decision will be pused by a staph; majority of 
tbe shareholders preaent by person or by proxy and votmg. 


Holders of bearer shares who wife m attend the meeting, should deposit their 
share certificate with Banque Internationale * Luxembourg S.A. 09. route 
tTEadt. L-1470 Luxembourg by no Jarer than 5.30 pun. (Luxembourg time) 
on July 7, 1997. 


The Liquidator 


First 
PaqficJ 


OmgmMI 


7) - 


USSlOOgOOOJIW 

Guaranteed Fkotkig Rate Notes doe 1999 
gunnnteedby 

:ieic comp, 


ITED 


In accordance with the provisions of the Floating Ran- twrire ii 

hereby ghat that for the period from 24«/97 to 24^12/97 Ihe Notts 
mil carry tm laSaeSf fogs qf 7.07500% per amm r^t^ ^ n 
principal amount oft 

■ USU7 '.96129 per Note of USSSJOjOtt) 


Standard fc Chartered 

Standard Chartered Bank 
Ai Reference Agent 




» 













